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THE HONGKONG & SHANGHAI 
BANKING CORPORATION. 


(Incorporated in the Colony of Hong Kong) 
The Liability of Members is limited to the extent and in manner 
Prescribed by Ordinance No. 6 of 1929 of the Colony. 


MACKINNON, MACKENZIE & — 
HONG KONG 


MACKINNON, MACKENZIE & CO. (Cuina) LTD. 


CPpital Authorised ... .. Hong Kong $20,000,000 
ee ital Issued and Fully Paid Up Hong Kong $20, 000,000 SHANGHAI, KOBE & YOKOHAMA 
Reserve Fund Pa Sterling £ 6,000,000 


Reserve Liability of Members .. ¥ Hong Kong $20,000,000 


Board of Directors 
Hon. Sir ARTHUR MORSE, C.B.E. Chairman, 
C. C. ROBERTS, Deputy Chairman, 
H. D. BENHAM, A. W. HAY-EDIE 
C, BLAKER. E. R. HILL, 
H. J. COLLAR, C.B.E. J. H. KESWICK, C.M.G. 


HEAD OFFICE:—HONG KONG 
Hon. Sir ARTHUR MORSE, C.B.E., Chief Manager 


as Agents of 


Peninsular & Oriental S. N. Co. 
British India S. N. Co., Ltd. 
Eastern & Australian S. S. Co., Ltd. 


will be glad to assist with 
Passages and Freight space 


BRANCHES: 
BURMA EUROPE MALAYA (Contd. ) 
Rangoon Hamburg Muar To 
Lyons Penang 
on ong 
Komloon (orchard Road STRAITS ann CEYLON 
Anson INDIA ano PAKISTAN 
*Dairen Bombay Brunei ‘Town EAST AFRICA ano PERSIAN GULF, 
@88 
*Hankow INDO-CHINA Kuala, Betait RED SEA ann MEDITERRANEAN PORTS 
n an 
UNITED KINGDOM anv CONTINENTAL PORTS, 
Kobe AUSTRALIA, NEW GUINEA 
Tekyo Manila 
Tien a Yokohama THAILAND AND 
angKo 
*Teingtac aye Highlands UNITED KINGDOM NEW ZEALAND 
—, Kuala Lumpur “New York For Further Particulars 
Surabaja Malacca San Francisco 


*Branches at present not operating 


| Phone or Call 
LONDON OFFICE:—9, Gracechurch Street, E. C. 3 | 


Banking business of every kind transacted. P.& O. Buil ding, 27 The Bu nd, 
HONGKONG, SHANGHAI. 


HONG KONG LONDON SINGAPORE. 


FAST REGULAR TRANS-PACIFIC SERVICE 


OVERLAND 
DIRECT NEW YORK-CHICAGO-DETROIT-TORONTO, 
SAN FRANCISCO LOS ANGELES MONTREAL AND ALL AMERICAN & CANADIAN CITIES 
WEST BOUND-SAN FRANCISCO/HONG KONG EAST BOUND-HONGKONG/SAN FRANCISCO 
Loadin 
‘San Vessel | Vor. Arrive San Franciseo/Los Angeles 
Aug. 1 Sept. 6 ss J. L. LUCKENBACH 6 , Sent. 7 Sept. 24 San Francisco & Los Angeles via 
Yokohama 
—- Oct. i) ss GEORGE LUCKENBACH 10 Oct. 10 Oct. 26 San Francisco & Los Angeles 
, Seat 28 Oct. 31 ss F. J. LUCKENBACH s Nov. l Nov. 22 San Francisco & Los Angeles via 
Yokohama 


-REFRIGERATION-DRY GARGO-CARGO OIL TANKS 


For full particulars call General Agents, UNITED STATES LINES COMPANY Queen’s —ne Telephone 28196 


| 
| 
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—NETHERLANDS TRADING SOCIETY— 


(NEDERLANDSCHE HANDEL-MAATSCHAPPIJ, N.V.) 
— INCORPORATED IN THE NETHERLANDS — 
THE LIABILITY OF SHAREHOLDERS OF THE COMPANY IS LIMITED. 


BANKERS 

ESTABLISHED IN 1824 
Capital issued & fully paid .........Nfl 51.280.000 
Reserve fund 20.000.000 


Head Office: AMSTERDAM. i Offices in Asia 
BOMBAY KOBE 

Branch Offices: in all principal cities of the CALCUTTA OSAKA 

NETHERLANDS, INDONESIA DJEDDAH RANGOON 

and New GUINEA. HONGKONG SINGAPORE 

KARACHI | TOKYO 

Representatives: In LONDON and NEW YORK. _ SHANGHAI 
Correspondents: throughout the world. __ Offices in East Africa | 


MOMBASA (Kenya) DAR-ES-SALAAM (Tanganyika 
Affiliation at Tangiers: Soc. Hollandaise de Banque et de Gestion. 


Banking business of every kind transacted 


H. HOLT KAMP 
Manager. 


ROYAL INTEROCEAN LINES. 


Regular freight and passenger — services 
to East—& South AFRICA 


AUSTRALIA & CHINA 


Incorporated in England by Royal Charter, 1853. 


Capital, Stock, Authorised & Issued ... .... .... $3,000,000 
Reserve Liability of Stockholders ... ... .... .... £3,000,000 


with the wellknown luxury-liners 
M.S. “BOISSEVAIN” 


HEAD OFFICE—LONDON 
38, Bishopsgate, E.C.2. 
West End Branch: Manchester Branch: 


NEW YORK AGENCY: 65, Broadway, New York City, 6; N.¥.; U.S.A. . 
HAMBURG AGENCY: Borsenbrucke 2A, Hamburg, 11. | 

FOREIGN EXCHANGE and General Banking 
Business transacted. 

CURRENT ACCOUNTS opened and FIXED 
DEPOSITS received for One Year or shorter periods 
at rates which will be* quoted on application, 

SAVINGS ACCOUNTS also opened in _ Local 
Currency with interest allowed at rates obtainable on 
application. 

The Bank’s Head Office in London undertakes 
EXECUTOR AND TRUSTEE business, and claims re- 
covery of british Income Tax overpaid,' on terms which 
may be ascertained at any of the Branches. 

A. J. BIRD, 


Duration roundtrip about one month, 
with about one week in BALI 


“TEGELBERG” - 28, Charles II Street, 52, Mosley Street 2, 
Haymarket, S.W.I. Liverpool Branch: _ 
27, Derby House, Exchange Buildings. 
iday— JAPA BRANCHES: 
Holiday—ROUNDTRIPS to N INDIA SINGAPORE NORTH BORNEO PHILIPPINE 
with the above passenger—vessels, Bombay Chanel Labuan (Agency) Cebu 
Duration: about 16 days Place Singapore 
ocnin 
Fares on application : Kozhikode MALAYAN Miri HONG 
Kanpur 
° ) ew veinl Ipoh 
Also regular freight & passenger—services Djakarta Shanghai 
to Singapore Chittagong Kuala Lumpur- Surabaia 
Karachi Port Swettenham jNDOCHINA JAPAN 
and Indonesia ) CEYLON Penang Haiphong Kobe 
iawan THAILAND 
Tourist—ROUNDTRIPS to the BURMA Tokyo 
beautiful island of BALI ) Rangoon — Teluk Anson Bhuket Yokohama 


Agents: HOLLAND EAST ASIA LINE.» 


Far East—Europe v.v, 


HONGKONG 
King’s Building, ground floor. 
Telephone: 28015—28016—28017. 


THE CHARTERED BANK OF INDIA 


( 

| 

Manager 
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THE MERCANTILE BANK OF INDIA, LIMITED ¢ 
: (REGISTERED IN LONDON, UNDER THE COMPANIES ACTS OF 1862'TO 1890, ON 2ND DECEMBER, 1892) + 
A Authorised Capital .... .... .... £3,000,000 7 
Head Office: 15, Gracechureh Street, London, E.C. 3. Agents in New York: Bank of Menteedi 64, Wall Street 
Branches & Agencies: 
INDIA PAKISTAN BURMA MALAYAN FEDERATION HONG KON G : 3 
Karachi Rangoon Kuala Lumpur JAPAN | 
Bombay Chittagong Kuantan Tokyo 
Calcutta CEYLON MAURITIUS Kuala Trengganu Osaka 3 
Howrah Colombo Por Penang CHINA 
Galle ort Louis Kota Bharu | Shanghai 
Delhi Kandy Ipoh SIAM 
Madras Jaffna SINGAPORE Kuala Lipis Bangkok 
Hon. D, BENSON, Manager, Hong Kong. % 
BANKING BUSINESS OF EVERY KIND TRANSACTED x 
CORRESPONDENTS THROUGHOUT THE WORLD x 
TRUSTEE AND EXECUTORSHIPS UNDERTAKEN BY THE BANK’S TRUSTEE COMPANIES. : 
EE EEE EE EEE EEE EEE EEE EEE EE 


{INCORPORATED IN THE COLONY OF HONGKONG) 


IMPORTERS & EXPORTERS 


Hongkong: No. 101 Edinburgh House, Queen’s Road., C. 


Shanghai: 1, Chung Shan Lu (E.I.) (The Bund). 


Secretaries, General Managers and/or Agents of:— 


ANGLO-FRENCH LAND INVESTMENT CO., LTD. 


MAJOR BROTHERS, LTD. (PROPRIETORS KIANGSU 
CHEMICAL WORKS) 


BUTE PLANTATIONS (1913), LTD. 
CONSOLIDATED RUBBER ESTATES (1914), LTD. 
DOMINION RUBBER COMPANY, LTD. 
KOTA-BAHROE RUBBER ESTATES (1921), LTD. 
PADANG RUBBER COMPANY, LTD. 


SHANGHAI KEDAH PLANTATIONS, LTD. 


SHANGHAI PAHANG RUBBER ESTATE, LTD. 


SUNGEI DURI RUBBER ESTATE LTD. 
-'TANAH MERAH ESTATES (1916); LTD. 


KSSEX & SUFFOLK EQUITABLE INSURANCE 
SOCIETY, LD. 

BRITISH ALUMINIUM CO., LTD., LONDON. 
Aluminium of every description 


HOWARDS & SONS, LTD., ILFORD. 
Fine chemicals. 


THE THERMAL SYNDICATE, LTD., LONDON. 


Industrial and Laboratory Sitios Ware. 


FREDERICK PARKER, LTD., LEICESTER. 
Engineers & Iron 


for further 


particulars, 


please apply to: 


REGULAR 
PASSENGER & FREIGHT 
SERVICE 


BUTTERFIELD & SWIRE 
(Butterfield & Swire (Hongkong) Ltd.) 
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ESTD, 1875 
K. A. J. CHOTIRMALL & CO. | 
; EXPORTERS, IMPORTERS 
TELEPHONES: MANUFACTURERS’ | vi TELEGRAPHIC ADDRESS: 
22805 & 22806° REPRESENTATIVES ‘‘CHOTIRMALL’’ 

| 35, WYNDHAM STREET 

a P, O. Box 317 

} Importers of HONG KONG 

rag, , THE HONGKONG & SHANGH'AI BANKING CORPORATION Sundry goods 

t Sundry goods, THE CHARTERED BANK OF INDIA, AUSTRALIA & CHINA of all kinds, 

} Stationery, THE NATIONAL CITY BANK OF NEW YORK Ready-mades, 
Ready-mades, THE NETHERLANDS TRADING SOCIETY Enamelware, 

THE MERCANTILE BANK OF INDIA, LTD., 

THE NEDERLANDSCH I'NDISCHE HANDELSBANK, N.V. 

e ALL KINDS OF ENQUIRIES ARE INVITED e 


George Falconer and Company (Hong Kong) Limited 
ESTABLISHED 1855. 


-.NAVIGATIONAL, SURVEYING, DIAMOND, PEARL AND PRECIOUS STONE 


MERCHANTS. 
SCIENTIFIC INSTRUMENTS. GOLDSMITHS SILVERSMITHS JEWELLERS. 
NAUTICAL PUBLICATIONS. Exporters of 
BRITISH ADMIRALTY CHART AGENTS. | RUBIES, SAPPHIRES, ZIRCONS, JADES, 
| IVORIES AND CURIOS. 
AGENTS FOR U.S. HYDROGRAPHIC OFFICE. Wholesalers Retailers 
Union Building, Pedder Street. | : | Telegraphic Address: 


Hong Kong REPAIR SERVICE 


THE BANK, OF EAST. ASIA,.L.JD, 


(Incorporated in Hong Kong on 14th November 1918) 


Authorised Capital .... eas .. $ 50,000,000.00 
-Paid- Up Capital ... . $ 10,000,000.00 
Reserve .... $ 5,000,000.00 


Undivided Profits .. 982,391.96 


HEAD OFFICE—HONG KONG 


Mr, Kan Tong Po—Chief Manager 
Mr. Li Tse Fong—Manager 


Board of Directors 


Hon. Sir Shouson Chow, Kt. LL.D. (Chairman) Mr. Li Koon Chun 
Mr. Kan Tong Po Mr. P. K. Kwok 
Mr. Li Tse Fong | Mr. Li Lan Sang 
Mr. Wong Yun Tong Mr. Fung Ping Fan 
Mr. Huynh Tai | Mr. Y. K. Kan 


FOREIGN EXCHANGE AND GENERAL BANKING BUSINESS TRANSACTED 
CORRESPONDENTS THROUGHOUT THE WORLD 
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actually a military campaign to subdue 


Indonesia’s Independence . 


On the 17th of August 1951 the ‘Re- 
public of Indonesia is celebrating the 
sixth anniversary of the proclamation of 
the archipelago’s independence, and all 


friends of the Indonesian peoples, especi- 


ally the Moslims the world over, the 
Malays, the Indians and the Filipinos, 
will join with them in good wishes for 


the future and prosperity of the new 


Asian republic. 

It was just at the end of the second 
world war, when the Japanese had to 
acknowledge defeat, that the leaders of 
the Indonesians, Sukarno and Hatta, pro- 
claimed on August 17, 1945, the ‘inde- 
pendence of the former Netherlands East 
Indies, Without the Japanese entry into 


the last war and the Japanese army’s 


sponsoring of national, independence of 
the Islands from Dutch rule the position 
today would be quite different, and at 


best there would be a more active parti-_ 


cipation of Indonesians in the affairs 


of their country under the unquestioned 


domination of the European power. Many 
Indonesian nationalists are unwilling to 
concede to the Japanese the role of 
sponsor of their nation’s independence; 
and they would like to rewrite history 
and bring up the young generation in 
the belief that it was all the strength 
of their own youth and the determination 
of their leaders which eventually secured 
for the Islands the status of an indepen- 
dent republic, But without the Japanese 
army’s organising an Indonesian militant 
group—the Patriotic Voluntary Defence 
_ Army—and the training of young nation- 
alists in the Japanese auxiliary army 
(Hei Ho) under command of Japanese 
officers, the surrender of the Japanese 
would not have led, as in fact it did, 
to the emergence of a rather well or- 
ganised mational government in Batavia 
(Djakarta) which could defy the re-oc- 
cupying Dutch. Under the Japanese oc- 
cupation, the Indonesian national leaders 
found ample time to prepare for the 
establishment of an independent state— 
either with the Japanese if victorious, 
as their close allies or in cooperation with, 
if need be in opposition to, the former 
overlord, the Dutch. Sukarno, Hatta, 
and their close followers were called 


Indonesia opposed 


‘collaborationists’ for their war-time al- 
liance with the Japanese, There was, 
however, no other way open to them and 
it. was further considered to be in the 
best national interests of the Indonesians 
to make use of the opportunities which 
the Japanese occupation had provided. 

- Upon the entry of Allied forces into 
the East Indies—the Allied Forces 
Netherlands East Indies—which brought 
with them the Netherlands Indies Civil 
Administration (NICA) relations between 
these and the governmtnt of the Republic 


of Indonesia had to be taken up, Ten- 


sion, violence and open warfare resulted 
from the changed conditions in the former 
Kast Indies; the Dutch proved themselves 
in the end militarily superior especially 
so as the Eurasians and the majority 
of Chinese joined with them. Then there 
was sufficient internal disunity which 
came to a climax when the Amboinese 
took to arms and defeated the Indonesian 
republicans, Elsewhere in the archipel- 
ago, where peoples of different origin 
live, there was also noticed much strain 
in relations between the republicans and 
East Indonesian peoples. The Chinese in 
the establishment of 
the new Republic and thus it came to 
many clashes between them and_ the 
Indonesian nationalists; the repercussions 
are still today felt and there is much~ 
animosity harbored by the Indonesians 
against the Chinese—if only because, as 
elsewhere in the’ Far East with large 
overseas Chinese groups, the immigrants 
have succeeded in exploiting the Islands 
with great thoroughness and have amass- 
ed fortunes among relatively poor natives. 

In 1946, when the Dutch regime had 
re-established itself in Batavia, the re- 
publicans were compelled to withdraw and 
to set up their administration in Djok- 
jakarta from where they waged their sort 
of war against the Dutch, Years of 
negotiations: and conferences, among the 


Dutch and the Indonesians, and under 
the sponsorship of the United Nations,- 


passed but little real progress was made, 
there always being a break-down, resort 
to terrorism and guerilla warfare. "A turn. 
appeared to have taken place when the 
Dutch commenced with a police action, 


the republicans, on July 20, 1947, but 
while the Dutch succeeded to wrest con- 
trol over most of the Islands from the 
Sukarno-Government, the nationalistic 
spirit proved in the end uneconquerable, 
the Indonesian youth having been 
thoroughly agitated during the years of 
Japanese occupation, An interim ~ solu- 
tion was believed to have been found 
with the establishment of the United 
States of Indonesia, on January 1, 1949, 
but this was deceptive. Sukarno was not 
to be reconciled to accepting  half- 
measures and he worked consistently for 
the unencumbered independence of the 
whole archipelago, 

Meanwhile the communists tried to fish 
in troubled waters and to arouse the 
“masses’ against both the Dutch and the 
republican leaders. But they proved to 
be far too weak and eventually when 
they attempted a military coup—in 
Madiun on September 18, 1948—they were 
defeated by the republican army (which 
was largely trained, be it noted hera, 
by the Japanese during the last war). | 
The Moscow-appointed leader of the Indo- 
nesian communist party, Muso, lost his 
life or disappeared otherwise ‘from the 
scene. Today there is some communist 
agitation but it has not made much head: 
way; this failure of the communists is 
also connected with the rise of the Chin- 
ese communist state and the assumption 
of the Chinese- communist leaders, under 
Cominform appointment, of the  super- 
visory and guiding role in the supposedly 
forthcoming world revolution, sector Far 
East and South East Asia, Anything 
coming from, and connected with, China 
is suspect in Indonesia. 

The last chapter in the struggle for 
independence started dramatically with 
the Dutch military occupation of Djok- 
jakarta on December 19, 1948—a master- 
ful stroke very skilfully executed—and 
the arrest of all the important leaders 
of the Republic, including Sukarno and 
Hatta. Subsequently, under great pres- 
sure from the British and Americans, the 
Dutch resumed negotiations with the cap- 
tive Indonesian statesmen and an agree- 
ment was eventually reached, under the 
auspices of the U.N. Commission for Indo- 
nesia, which led to the re-establishment 
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Three years ago this published, 
under the Yead ng’ 
18 194 in which | 

n and the ‘coming 


(Vol. V. No. 
the progress 
Japan-US alliance ‘were "dist ssed a 

wélcomed, Wrdte, “inter” alia! 
the Japanese people have achieved 
remarkable results in national rehabilita- 
tion and they have won the _ genuine, 
though often grudgingly given, respect of 
the ‘nations against which the armed 
might of Japan’ waged war only three 
years’ ago. The greatness of the Japan- 
ese nation was only proved after its de- 
feat and surrender; the people have slowly 
won back the eonfidence of their adver- 
saries, and Japan’s achievement in pro- 
duction and national discipline has added 
prestige to her ‘old renown as a virile 


nation, Forging ahead under the guid- 


ance and even the goading of the Ameri- 
can Occupation authorities, with a theo- 
logically inspired Supreme Commander at 
the helm, the Japanese have come to ap- 
preciate the benevolence of their former 


enemy, and a relationship of trust. and 


growing friendship has developed.’’ 
And in 1947, on August 6 (Vol. III. 
No. 13), we four years ago foreshadowed 
the change in the attitude of the world 
at large vis-a-vis Japan, writing ‘‘ while 
there was still the war on, the important 
business interests already knew that the 
enemies of today would make friends of 
tomorrow, and it appears now that some 
allies of yesterday are the horror of to- 
day. Japan is being transformed from a 
former menace to the US to anything be- 
tween a friend and an allied bulwark 
of, America . .. . it will prove expedient 
if not prudent not to dissent from but 
to conform to the principles expounded’ 


of the Djokjakarta, goveranent; in 
1949,’ ‘Then followed’ thie ‘transfér | of 
soverei ignty’ from the Dutch to the re- 
publican ‘governmént ‘on December 27. 
1949, andthe last stage—the proclama- 
tion ‘ofthe ‘establishment of ‘the Repub- 
lic’ of Indonesia on August 15, 1950. 

Cooperation’ Between thé Dutch’ and the 


Indoviesians has” since been ‘sincere and 


the future” developiient ‘of relations be- 
tween” these ‘two’ Feo} les ¢an be optimis- 
titally regarded.’ here’ is a growing 
réalisation in’ Indonesia that foreign help 
and ‘guidance, espetially from the Dute 
who have ‘ad ‘sevéral centuties” experi- 
in ‘the’ Tslands, ‘is indispensable if 
the new state’ is ‘to prosper. ‘The’ 'diffi- 
culties’ with which ' Djakarta has to cope 
now are’many and the ‘going will ‘be 
But the foundations of the’ state 
sound and ‘with progressing econdmic 
rehabilitation, Indonesia should grow into 
a stable “state. ’ 
perhaps’ of ‘most significance in the ‘cur- 
rent stage’ “of development but” with 
moderation on thé part of the Djakarta 
governnient no tension need arise. ' 
The new Republic has well-wishers 


evetywhere and can count on the world’s 
On this sixth anniversary of 


goodwill, 
Indonésia’s National Day this Review 
joins “in the chorus of congratulations: 
Merdeka! 


‘Tntérnal differences are 
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Th new J, pan is draw. 


near to ate + power “ 

 rélativés of Uncle Sam ongat 


We closed by ‘predict: 


ing that it will take somé’ time until. 


Japan will re-emerge as a strong power 
but that as an economic force she was 
already in mid- 1947 very much in evid- 
ence. 

Today, after six years of hard work 
folowing the surrender of the Japanese 
forces to the American conqueror, nobody 
doubts that the Japanese phoenix has 
risen from the ashes and that the future 
of that country will’ be very bright, By 
a conspiracy of circumstances, all favor- 
able for the national emds ‘of Japan, 
America was successively drawn closer to 
Japan which country may now be re- 
garded, in Washington, as a staunch and 
faithful ally. There is ‘no other nation 
in all Asia which has strength and human 
resources comparable to the ones of Japan 
—other states, it is true, are more popul- 
ous but numbers aloné are not decisive, 
Even in case of a communist debacle’ in 


China and the preservation of friendly 


relations between China and the U 
Japan would have been accorded ‘soft 


peace terms’ and would Havé ‘advanced. 


though at slower tempo.’ A’ vigorous peo- 
ple like the Japanese" could not be sup- 
pressed; the logical procedure after the 
surrender was therefore the fostering ‘of 
friendly relations by showing to the Jap- 
anese how selfless were the ‘aims of 
America, and how sincere the Us: was in 
her past policies in Asia, 

One may be inclined now to analyse 
the recovery and progress of Japan in 
terms of ‘communist containment’. 
While no doubt the aggressiveness of the 
communists has contributed to the firm- 
ness of US policy in Japan, as elsewhere 
in the world, and has led ''to “the nation- 
wide support of American foreign policy, 


the virtues and capabilities of ‘the Jap- 


anese could not be expected to remain 
dormant, indeed the self-assertiveness’ of 
the Japanese was bound to manifest itself 
even without much outside assistance.’ A 
good man can’t be kept down—and ‘there- 
foré it was wise statesmanship to’ promote 
rather than retard the ‘post-war rehabilita- 
tion of J apan, 

In the 1h rht of the implacable commun- 
ist offensive which is ‘waged all around. 


the globe and ‘which ‘has, ‘In ‘the’ Koréan | 


war, driven home’ to ‘the ‘former ap- 
peasers the great peril in which ‘the peo- 
ples in demoératic’ eountries are living, 


the building up of economic and’ military 


power Of Japan is one of’the really te- 
assuring political developments ‘in our 
time. 
it, especially’ those ‘manufacturers “and. 
merchatits who will “not lodk 


béyond their “noses—whose profit deter- 


wiines thei? politi¢al outlook, ‘Fortunate- 


ly for the Free World, thé’ influence ‘of 
such ‘people is waning: In the Pacific 


more than in any other area of this world 
the policy of Ameri¢a must be accepted 


and followed by every democratic and 
anti- communist nation, 


MIC 


and, of course, 


Mint 


‘Only small minds ‘will ‘still oppose. 


Thus the re- 


acceptance of Japan into the family of 
to membership 
nited Nations sho iid mot be de- 
“signing of the proposed 

in September, should be 
ences of opinion 

démoeratic 

tries, and that:is as it: “should be, ‘bit’ 
the present great emergency suc after. 
ences should be limited the ‘very 
essential points so as not to give, any 
comfort to the communist camip. 

Provided that a sontfabration can now 
he prevented, or delayed, and that US 


‘rearmament will proceed as planned, to- 


gether with rearmament progress in the 
western ‘European and other allied 
nations, théré is a good chance that 
Japan will. be enabled, by continued and 
stepped-up American assistance, to resume 
the role of a stabilising force in East 
Asia, and that then the Cominform- 
mapped out Asia-wide aggression will not 
materialise, 


From the Japanese point of view the 
role. of a bulwark against communism 
alone is not a national goal; it is merely 
incidental, following upon the recovery of 
full, unimpeded sovereignty which  in-. 
cludes, of course, the re-creation 
army, "navy and air force and such other 
forces as latest scientific discoveries have 
made possible. Japan is finding herself 


-eonfronted by a growingly militant China 


where the ‘commander-in- chief of the 


that the Pekin 2 regime has been building 
up a navy and air force, which will he 
second to none, Such boasts could not 
but strike fear in the hearts of the 
neighbours of Red China and it ‘would 
be next to suicidal if the Japanese would 

not take precautions. No longer is there 
any concern about Japan’s invading China 
but there is the dire prospect of Peking ’s 
armed forces, like they have done in 
Korea, marching into the countries to the 
south and attempting the ‘liberation of 
Nippon ’—one of the slogans of the Chinese 
communists, If there are some visionaries 
in Australia, for instance, who drawing 
from past experiences show anxiety about 
the rearmament of Japan they must be 
given a course in currént political deve- 
lopments, and then they will awake to 
the fact that no longer is Japan a “peril” 
but that she is expected to become a, 


bhulwark—even of such distant countries 


as Australia—and that today the Free 
World is in mortal danger to come under 
the terroristic, dictatorial hegemony of 
Soviet Russia, 

It is not enough that the friends of 
democratic Japan only see in the resur- 
rected ‘nation @ ‘bulwark’; one must be 


more positive and show, by cooperation 


in commerce aiid in’ every other ‘field, 
a new “spirit of’ friendship which the 
Japanese are only too éager-to réciprocate. 
The Very ‘grédt contributions to the 
advance of humanity which the Japanese 
can ‘and will make should’ ultimately 
prove’ to be the’ richest reward for the 
ethical policy of America in ite dealings 
with its erstwhile foe—today *S sincere 
friend. | 
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Third Anniversary of the National Day of the 


Republic of Korea 


On the 15th of Aamo 1951 it Was 
three years that the Republic of Korea 
was founded, and Koreans everywhere in 
the world except in territories under 
communist rule celebrate this day. At 
present their country' is tavaged by civil 
war and foreign military intervention; 


and although prospects for a settlement 


of the now 14 months lasting war are not 
unfavorable the fight is still on and costs 
every day new Irves. 


“become a symbol of the 
of the Free 
to oppose 
and necessary to defeat communist 
military aggression. The fate of the 
Koreans serves as a horrifying reminder 
to the peoples of the Free World what 
would be their lot if internal disunity 
would be allowed to develop to the ex- 
treme of armed insurrection—an 
invitation to communist interventionists 
to grab still another country. 


Korea has 
ability and determination 


All freedom loving people will, on 
to the Republic of 
Korea and to the Korean people — their 
heartfelt best wishes for speedy rehabilita- 
tion of the suffering nation and the re- 
unification of the country under a freely 
elected democratic government, and Hong- 
kong which was among the first to start 
trading with South and North Korea after 


the end of the hast war. and Which has 
always had close connections 


with that 
eountry stands ready to play its part in 
the coming task of assisting Korea so 
as to lead the nation back on the oun of 


* 


‘During the latter part of the nineteenth 
éentury, Korea, which for many years had 
been relatively isolated from outside fn- 

tences, became a pawn in the power 
keg and political intrigues of the Tar 

ast Rivalry for the controi of that 
country led to the Sino-Japanese war of 
1894-95 and the Russo-Japanese war of 
1904-05. Japan, which emerged victorious 
from both wars, established a protectorate 
over Korea in 1905 and Fostialty annexed 
that country in 1910. From then until 
August 1945, when it surrendered to the 
Allied forces, Japan exercised complete 
domination over the political, economic 
and social life of the Korean people. 

At the Cairo Conference in December 
1943,. the wartime leaders of the United 


- States, the United Kingdom, and China, 


mindful of the aspirations of the Koreans 


for political independence, pledged that. 
‘‘in due course Korea shall become free 


and independent.’’ That pledge was re- 
affirmed in July 1945 in the Declaration 
of the Potsdam Conference, to which Rus- 
sia adhered on August 8, 1945, when it 
declared war on Japan. 

' At the time of the Japanese surrender 


on August 14, 1945, it was decided that, 


purely for convenience, Russia. would ac- 
cept the surrender of J apanese forces in 
Korea north of the 38th Parallel, which 


outs the country in. half, 
and the United States the surrender of 
Japanese forces south of that line. Once 


the surrender was effected, however, the 


Russians arbitrarily interpreted the 38th 
Parallel as a permanent line of division 
between the two military zones and quickly 
proceeded to draw an ‘‘iron curtain’’ 
across it. There followed two years of 
frustrating and unsuccessful attempts by 
the United States and the United Na- 
tions, through negotiations with the So- 


viet Union, to break down that artificial 


barrier and to establish the basis for a free 
and independent Korea as had been pledged 
at Cairo and Potsdam. 


In December 1945 agreement was reached 
at the Moscow Conference of Foreign 
Ministers to establish a Joimt Soviet- 
American Commission designed to work 
with Korean democratic parties and or- 
ganizations towards the creation of a pro- 
visional democratic government for all 
Korea. In conjunction with the govern- 


ment, once it was established, the Com- 


mission was to work out proposals, to be 
submitted for the consideration of the 
United States, the Soviet Union, the 
United Kingdom, and China, for a four- 
power trusteeship to terminate in com- 
plete Korean independence within five 
years. 
mission in 1946 and 1947, however, re- 
vealed fundauiental differences of opinion 


between the Russians and the Americans 


as to héw the provisional Korean govern- 
ment was to be set up, and especially as 


to the groups and parties to be consulted 
the Russians insisting 


and represented, 
upon unification terms that would in 
effect place the control of Korea in the 
hands of a small pro-Communist minority. 


When it finally became evident that 
further direct negotiations with Russia 
through the Joint Commission would be 
futile, the United States referred the 
Korean issue to the General Assembly of 
the United Nations on September 17, 1947. 
Following preliminary discussions, the 
Assembly on November 14, 1947, passed 
a resolution providing for the establish- 
mént of a nine-nation United Nations 
Temporary Commission on Korea fo super- 
vise an election throughout Korea of 
representatives with whom:the Commis- 
Sion could consult regarding the attain- 


ment of Korean independence and which 


would form a National Government of 
Korea. That government would take 
over the governmental functions in both 
halves of the country and would arrange 
with the o¢cupyifig powers for the comni- 
plete withdrawal of their armed forces 
at as early a date as practicable. | 


The Wnited Nations Temporary Com- 
mission on Korea convened in Seoul early 
in January 1948, but at once ran into 
difficulties. The Soviet authorities bar- 
red entry by the Commission into North 
Korea and refused to recognize its juris- 
diction over the Korean problem. The 


Commission referred the issue back to 


The meetings of the Joint Com- 


the Interim Committee of the United 
Nations General Assembly, which in- 
structed it to earry out its program in 
such parts of Korea as were accessible te 
it. 


On May 10, 1948, therefore, an dcaihen 
was held in South Korea alone. under the 
observance of the Commission;. The elect- 
ed representatives convened as a National 
Assembly on May 31, 1948, and on July 
12, 1948, adopted a constitution for the 
Republic of Korea providing for a strong- 
executive system of democratic govern- 
ment, The existing National Assembly 
was to continue for two years as the 
legislative branch of the government. On 
July 20 the National Assembly elected as 
the first President of the Republic of 
Koréa, Dr. Syngman Rhee, who shortly 
thereafter appointed the Prime Minister. 
and other members of the State Council 
(cabinet). 


On August 15, 1948, the Republic of 
Korea was inaugurated, and on the same 


_ day the United States ‘Army Government 


in Korea (USAMGIK) was formally ter-, 


-minated. On. December 12, 1948, a re- 
solution of the General Assembly. of the 


United Nations declared the Government 
of the Republic of Korea to be lawful 
eg ay in that part of Korea where 

e U. N, Commission was able to observe 
and consult, and on January 1, 1949, the 
United States extended full recognition 
to the new government. This was fol- 
lowed by recognition on the part of some 
25 other foreign governments and by the 
admission of the Republic of Korea to 


membership in a number of international 


organizations. Less. than a month after 
the establishment of the Republic - of 
Korea there was proclaimed in North 
Korea the ‘‘ Democratic People’s Republic 
of Korea’’ claiming jurisdiction over the 
entire country, but the procedures follow- 
ed in establishing that government were 
not in accordance with the United Na- 
tions’ resolution of November 14, 1947, 


Prior to the establishment of the Re- 


public of Korea the United States Army 
Military Government in Sdéuth “Korea had 
pursued a palicy of progressive ‘‘ Koreani- 
zation’’ of government functions. . Be- 
ginning in September 1946, the opera- 
tion of the various government depart- 
meénts was gradually turned over to res- 
ponsible Korean officials, although 
American Military personnel remained in 
advisory capacities and the Military 
Governor retained final responsibility for 
the determination of policy, On May 
17, 1947, the Korean elements in Mili- 
tary Government were officially named 
the South Korean Interim Government 
(SKIG). *# With the establishment of the 
Republic of Koréa, therefore, there was 
in existence a complete governmental 
structure operated by Koreans; and the 
formal control of that structure was rapid- 
ly turned over to the néw government. 


On August 24, 1948, an interim mili- 
tary agreement was signed providing for 
the transfer to the néw government as 
soon as practicable of jutisdiction over 
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the Korean security forces (including the. 
police, constabulary, and coast guard). 
The agreement also provided that the 
United States Army would temporarily 
assist the new government in developing 
its security forces and retain jurisdiction 
over facilities necessary for its own 
maintenance. On September 11, 1948, 
there was signed an interim financial and 
the 
transfer of assets and other properties 
(including property in Korea vested from 
former Japanese owners) to the new gov- 
ernment and for the settlement of mutual 
accounts between the United States and 
the Republic of Korea, By the end of 
1948 the transfer of authority to the new 
government, and of administrative control 
Over accounts, properties and operating 
facilities, had been substantially com- 
pleted. On January 1, 1949,  respon- 
sibility for the program of economic aid 
to South Korea was transferred from the 
United States Department of the Army to 
the Economic Cooperation Administra- 
tion. 


On December 28, 1948, the United 
States announced plans for an early with- 
drawal of its troops, and within the next 
few months the bulk of these forces, 
which at one time had totaled 50,000 men, 
was withdrawn, and the military instal- 
lations which they had occupied were 
progressively turned over to the Korean 
Government. By June 
drawal had been completed, and such 
Army control of Korean transportation, 
- communications and other facilities as 
remained, ceased, Only a Korean Mili- 
tary Advisory Group, with an authorized 
strength of 500 United States officers and 
enlisted men, remained at the request of 
the Korean Government to advise and 
assist in the development and training 


of Korean security forces. The Russian 


occupation forces in North Korea were 
reported to have been withdrawn by the 
end of 1948, but the United Nations Tem- 
porary Commission on Korea was not 
permitted to observe the withdrawal or 
indeed any other activities in the Soviet 
zone. 


With the establishment of the Republic 
of Korea in August 1948, the North 
Korean regime opened a campaign of vio- 
lently abusive propaganda against the new 
government and boldly proclaimed its in- 
tentions of taking over the south. This 
was coupled with the encouragement. and 
support of intensified subversive activities 
within the Republic of Korea: The final 
withdrawal of American forces from 
South Korea by the end of June 1949 was 
the signal, moreover, for the intensifica- 
tion by North Korea of border warfare 
against the south along the 38th Parallel. 
That warfare continued intermittently, 


with considerable loss of life on both 
sides but with little actual change in 
territory, until the invasion of South 


Korea on June 25, 1950. The communist 
threat during that period was imposing 
a great strain on the government and the 
people of South Korea. 


persons, 


30, 1949, with- 


Anachronistic Racial Discrimination in Hongkong» 


There are a number of hotels, restaur- 
ants and tea rooms in Hongkong which 
do not accommodate or serve European 
customers—by ‘European’ is understood 
locally a white-skinned person. Some 
places display a notice which announces 
that Europeans will not be served, in 
others, when entering, a white man or 
woman will be informed that, by local 
police order, he or she is not allowed 
to remain in the premises. 

On first sight one would be inclined 
to assume that here is proof of an anti- 
European attitude, particularly so in 
view of the fact that some rather fashion- 
able restaurants, located on  thorough- 
fares, refuse entrance to white-skinned 
However, the fact is that an 
anachronistic piece of local legislation 
gives the authorities power to licence 
public places, in certain districts of the 
town, for ‘Asiatics only’, The Chinese 
owners of places permitted to serve ‘ Asia- 
tics only’ resent this out-of-date proce- 
dure; and so does the general public. The 
word ‘Asiatic’ sounds offensive to many 
educated Chinese and other Asians; and 
it is asked how an ‘Asiatic’ can be dif- 
ferentiated from a ‘European’. Many 
citizens of Asian countries are as fair- 
skinned as their European brothers; e.g. 
Turks, Syrians, Israelis, Persians, a great 
many Pakistanis, northern Indians ete, 


But what is actually meant by the local 
term ‘Asiatic’ is—the Chinese; and what 
is intended by the preposterous exclusion 
of Europeans from entering certain 
public places is the labelling of such 
hotels, restaurants and tea rooms as unfit 
and unsuitable for ‘better class people.’ 
Until a short time ago one of the most 
modern and best equipped restaurants in 
Kowloon was permitted only to serve 
‘Asiatics’, a matter which caused much 
indignation among Europeans who found 
themselves being discriminated against by 
the local police. 

Hongkong prides itself on being pro- 
gressive and racially tolerant; this is so 
in spite of quite a few people’s ignorance 
about the social and political trends of 
this age. Therefore it is more than urgent 
that the licensing of public places as ‘for 
Asiaties only’ be done away with. Any 
hotel and restaurant if properly licensed 
should accommodate and serve any person 
irrespective of race, creed and sex, pro- 
vided that prospective customers behave 
themselves and are in possession of ade- 
quate means to pay for the service ren- 
dered, We are otherwise liable to be 
accused of undemocratic practices and also 
of fostering ill-feelings against an ad- 
ministration which, especially after 1945, 
has been distinguished by progressive 
reforms in every field of e¢ommunity 
affairs. 


-Mechanisation and 


Fishermen in Hongkong are learning 
what farmers have learnt in the past few 
years all over the world. That is that 
the mere mechanisation of outmoded 
implements of production is not the real 
answer to increased. production. In 
Hongkong, as in all British Colonial Ter- 
ritories, comprehensive schemes are afoot 
to modernise fisheries. This drive is 
being encouraged by a Fisheries Advisory 
Committee of the Colonial Office, estab- 
lished since the last war. It embraces the 
mechanisation of fishing fleets.. The 
desire to mechanise has recently spread 
to fishermen owning small craft. But a 
scheme to mechanise Chinese fishing 
junks has been dropped, for the lesson 
of the land has been learned on the sea. 

When farmers first sought to replace 
power animals, which consumed their 
produce, with power machines, all at- 
tempts to mechanise farming started with 
a tractor and separate implements—a trac- 
tor either four-wheeled, three-wheeled or 
crawler, as one unit, and the implement 
as another—two separate and distinct 
units. It was then found that the time 
required to attach them and the break- 
ages in use were so great that they could 
be used only under limited conditions. 
To stop the implement pulling over the 
tractor on gradients, or on meeting ob- 
struction, weight was added to the trac- 
tor This compressed the sub-soil and 
retarded cultivation, 

_ It was during the first world war, while 
making a survey of farm machinery for 


Ireland’s Department of Agriculture, that 


the Chinese Junk 


Mr. Harry Ferguson first conceived the 
idea of tractor and farm implement 
working together as an integrated ma- 
chine. An entirely new conception if 
farm mechanisation came into being. 
Weight and mere traction were eliminat- 
ed by a new application of the laws of 
dynamics. This principle has been deve- 
loped into the Ferguson System of com- 
plete farm: mechanisation, by which every 
job on the land can be done by imple- 
ments which are made an integral part 
of their motive power—the tractor—by 


_ the famous hydwaulic three-point linkage. 


By this system every conceivable farming 
implement—from plough, harrow or 
mower to. saws for cutting wood or mills 
for grinding corn or preparing cattle food 
—can be controlled, by finger-tip control, 
from the driver’s seat, and the old fash- 
ioned tractor and implement have be- 


‘come, like the Chinese junk, outmoded. 


The main primary product of Hong- 
kong is fish, the Colony having probably 
the largest fleet of any fishing port in the 
Colonial Empire. It is estimated that 
here ig a seafaring population of about 
60,000 engaged in this industry. The 
wholesale value if fresh and dried fish 
marketed in 1950 exceeded 38,000,000 
dollars. The fishing fleet is essentially 
owner-cperated and consists of sailing 
junks of Chinese type constructed locally 
from China fir and hardwoods imported 
from outside sources, tee 

The experts modernising this fleet 
have now diseovered for fishermen what 


1961 


FAR EASTERN ECONOMIC REVIEW eee 


RUSSIA IN THE MODERN WORLD 


By G. H. Bolsover 


This article attempts to sketch the position 
of Russia in the modern world. It is not 
concerned to evaluate the Russian point of 
view or to make judgments on Russian 
policy. It merely tries to set out the most 
significant features of Russia’s position in 
the modern world and the major factors which 
have helped to determine it. 


- Tsarist Russia and Soviet Russia have 
often been regarded as an ‘‘enigma’’ by 
the rest of the world, partly because the 
information available about them _ has 
always been relatively meagre. 
encouraged the belief that, like other 
enigmas, the Russian ‘‘enigma’’ must 
have an ‘‘answer,’’ and that if only it 
can be found, it will either conjure the 
Russian problem away or suggest an in- 
fallible means of solving it. Some have 
found the ‘‘answer’’ in Russia’s conver- 
sion to Orthodox Christianity; others in 
her domination by the Tatars; some in her 
urge to reach the sea; others in her desire 
for security; some in her belief in Marx- 
ism-Leninism; others in the Slav ‘‘tem- 
perament,’’ the Russian ‘‘soul,’’ and 
even in the way in which the Russians 
swaddle their babies. But this tendency 
to treat Russia as an ‘‘enigma’’ with an 
‘fanswer’’ is misleading and dangerous. 
She has not become what she is without 
the interplay of a variety of geographical, 
historical, economic, psychological, and 
other factors, and once these are taken 
into account she emerges as neither more 


Mr. Ferguson discovered for farmers— 
that old and new won’t mix. 

“After further consideration of the pre- 
viously proposed scheme for mechanising 
the fishing fleet”, they report, “it was 
felt that in the long run the proposition 
contained in this scheme—which was to 
mechanise Chinese junks and advance 
loans to fishermen wishing to purchase 
motor engines—was not the best that 
could be arrived at since due to the nature 
of its construction the Chinese junk is 
not really suitable for mechanisation. 


The scheme was therefore cancelled and 


a new scheme put forward in its place, 
“Under this scheme a committee of 

British and Chinese marine architects will 

be appointed to design two fishing vessels 


- of a new kind suitable for mechanisation 


and built according to the principles of 


Chinese ship construction. Models of the 


two vessels will be tested at Teddington 
in England, and if the tests are successful 
the two vessels will be constructed in 
Hong Kong and operated by the Fisheries 
Department for an experimental perjod 
of six months, at the end of which period 
they will be offered for sale. 

“Loans will then be advanced to fisher- 
men who, once they have seen the ex- 
perimental vessels properly demonstrated, 
may wish to construct vessels of their 
own on similar lines.”’ 

This is in keeping with the policy of 
Colonial Agricultural Departments which 
are assisting farmers to discard old 
methods for the new system of complete 
farm mechanisation, 


This has © 


nor less of an ‘‘enigma’’ than Britain, 
France, Germany, the U.S.A., or any 
other Power, What is needed is more 
knowledge and study of her and a re- 
fusal to be bemused by the ‘‘mysterious- 
ness’’- in which she has found it an 


advantage to be cloaked. 


Expansion under the Tsars 


In Tsarist times Russia was an _ ex- 
panding state on a considerable _ scale, 
Like other expanding states, she had set- 
backs and reverses. But none of them 
was more than temporary, and she always 
managed to emerge bigger and stronger 
than before they occurred. The centre 
from which her expansion proceeded was 
the Principality of Moscow, which be- 
came heir to the first Russian state of 
Kiev and to the Khanates of the Tatars 
who destroyed Kievan Russia. The first 
main phase of Moscow’s expansion carried 
it southwards across the Caucasus, into 
Central Asia, and into the Amur region 
and to Vladivostok on the Pacific. 


The result was that by the 20th century 
Russia straddled Eastern Europe . and 
Northern Asia in a vast land empire 
which covered a sixth of the earth’s sur- 
face, 
the Aretic Ocean and in the east by the 
Pacific, In the south her neighbours were 
the Chinese Empire, Afghanistan, Persia, 
and Asiatic Turkey. In the west her 
frontiers touched the Danube mouth and 
lay along the Pruth, the eastern borders 
of Austria-Hungary and Germany, the 
south-east shore of the Baltic, and the 
Gulf of Bothnia, Her population, which 
numbered only 13 millions in 1700, was 
already 36 millions by 1800 and 
had increased to 174 millions by 1914. 
It embraced a variety of peoples of dif- 
ferent races, nationalities, religions, and 
levels of development. But the Great 
Russians from the Volga-Oka region re- 
mained the biggest and dominant element. 


Russia’s eastward expansion § across 


Northern Asia was mainly accomplished | 


between 1550 and 1650. It owed much 
to: individual initiative and endeavour and 
met with comparatively little organized 
resistance of a serious character, The 
lands through which it flowed were un- 
developed and sparsely inhabited. But it 
started a long process of internal coloni- 
zation, which increased their population 
to over 10 millions by 1914. Her expan- 
sion westwards into Europe and south- 
wards into the Caucasus and Central Asia 
was largely due to Government policy 
and brought her into more populous and 
developed territories than her expansion 
eastwards. But as in Northern Asia it 
encouraged internal colonization on a 
considerable scale. In the west it pushed 
her against strong, organized states and 
peoples as civilized as her own and in- 
volved her in a long series of wars and 
in the suppression of a number of ‘‘na- 
tional’’ risings among the Poles, Her 
greatest expansion westwards came be- 
tween 1700 and 1815.. But in the succeed- 


In the north she was bounded by 


ing century between 1815 and 1917 she 
moved her western frontier no further 
westwards, Instead, in the 19th century 
she expanded southwards across’. the 
Caucasus to the Araxes, into Central 
Asia as far as the Oxus, and into and 
beyond the Amur basin in the Far East. 

Russia has explained and tried to justify 
this steady and considerable territorial 
expansion on various grounds. She re- 
garded her expansion into Northern and 
Central Asia partly as a natural coloniz- 
ing movement into virtually empty lands, 
partly as an advance of trade and of 
civilization against barbarism, and partly 
as the inevitable striving of a strong, 
organized state in contact with backward 


and nomadic peoples to reach forward to- © 


wards stable and settled frontiers. Up toa 
point, she could also represent it as part 
of Christendom’s counter-offensive against 
Islam and of Europe’s expansion into 
other continents. But while other Euro- 
pean states expanded and to some extent 
colonized overseas, Russia expanded and 
colonized overland, 

She similarly regarded her westward 
expansion as natural and justified. She 
claimed that her expansion against 
Poland meant the recovery of Russian 
territories and Orthodox communities 


which had fallen under foreign and Catho- 


lic control when the Tatar invasions 
swept over Kievan Russia; that her drive 
towards the Baltic was prompted by the 
urgency of opening a ‘‘window to the 
West’’ in the interests of her trade and 
economic development; and that her push 
to the Black Sea arose from her need 
for security against the Crimean Tatars 
and for control of the mouths of the Don 
and the Dnieper, In the early stages of 
her drive against the Ottoman Empire, 
she was also influenced by _ religious 
motives. But later she felt the force of 
other factors, such as her racial ties with 
the Balkan Slavs and the urge to control 
the Bosphorus and the Dardanelles, in 
order to bar entry to the Black Sea 
and gain egress to the Mediterranean. 
When she transferred her capital from 
Moscow in the interior to St. Petersburg 


near the frontier, she linked her subse- 


quent expansion into Finland with the 
problem of strengthening St. Peterburg’s 
defences. In the late 19th century she 
also began to base her policy towards 
Persia and China on the new imperialism 
which was sweeping the rest of the Euro- 
pean Powers. 

Russia’s expansion helped to make her 
one of the Great Powers of Europe by 
the 19th century and a World Power by 
the 20th century. In the 18th century 
she was able to find allies who were 
ready to further her expansion westwards. 
But by the 19th century the other Euro- 
pean Powers were becoming uneasy at her 
size and manpower resources and were 
afraid that she might dominate Europe 
if her westward expansion continued. 
This was made clear even in 1815 at the 
end of the Napoleonic Wars when Britain 
and Austria tried to prevent Alexander 
I’s acquisition of a large part of ethnic 
Poland and allied with France against 
his and Prussia’s attempts to _ secure 
Saxony for Prussia in return for her ac- 
quiescence in his Polish policy. One of 
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Russia’s major aims in Europe in the 
19th century was to secure control over 
the Straits and solve the problems created 


by the decay of Turkish rule in the Bal- 


kans. But the other Great Powers were 
unwilling to let her dominate Turkey and 
the Straits or continue her 
westwards at. Turkey’s expense, and in 
1833, 1853, and 1878, when she seemed 
inclined to go too far, they vigorously in- 
tervened and obliged her to moderate her 
policy, The results were that the Balkan 
peoples were able to emerge as indepen- 
dent states and nct as Russian protec- 
torates, and that Russia had to be satis- 
fied with an international settlement of 
the Straits problem, 

Throughout the 19th century she op- 
posed the political and social forces set 
in motion by the French Revolution and 
tried to counter them by joining Austria 
and Prussia in an anti-revolutionary 
front. But she accepted Bismarck’s uni- 
fication of :\Germany under Prussia, though 
it consolidated and strengthened Central 
Europe and transformed the European 
balance of power, The new Germany 
greatly curtailed her influence in Central 
Europe and supported Austria as a barrier 
against her in South-Eastern Europe. 
Unification also reinforced the _ German 
Drang nach Osten, and made it a more 
real and imminent threat to vital Russian 
interests in Eastern Europe. These de- 
velopments eventually drove Russia into 
an alliance with France and into closer 
relations with Britain, in an attempt to 
recreate a European balance of power 
which could hold German expansion in 
check. 

Russia’s emergence as a World Power 
mainly affected Persia, China, Britain, 
and Japan. Russia acquired territory 
from Persia in the early part of the 19th 
century and from China towards the 
middle of the century. But her ambitions 
remained unsatisfied; and, as in her 
relations with Poland in the 18th century 
and with Turkey in the 19th century, 
she hesitated between trying to dominate 
the whole of Persia and China through 
friendly and subservient Governments and 
trying to control the border areas as the 
prelude to absorption by herself. In 
Persia she inclined to the first of these 


policies in the hope that it might carry 


her influence to the Persian Gulf. But 
in China she was more attracted by the 
second policy, which seemed likely to 
bring her Manchuria and __ possibly 
Sinkiang and Outer Mongolia. 

Britain viewed her expansion in Persia, 
Central Asia, and the Far East with con- 
siderable uneasiness and interpreted it 
as a potential threat to India and to 
British trade with Asia and China. It 
is true that certain sections of British 
opinion took a different line and saw in 
Russia’s expansion in Central Asia no 
more than a repetition of the process 
which thad Jed to the ‘dxtension of 
Britain’s own rule in India. But the 
general mood in Britain was one of grow- 
ing anxiety, especially when Russian 
expansion in Central Asia was followed 
by Russian expansion in 


ment with Russia defining British and 
Russian ‘‘spheres of interest’? in the 


expansion. 


China. The 
British Government aimed at an agree- 


Near and Far Kast. But when this policy ~ 


proved only partially successful, they 


tried to build a barrier against Russian 


pressure in the Far East by making an 
alliance with Japan, which also felt 
threatened by Russia’s Far Eastern policy. 
In 1904 Russia foolishly exposed herself 
to a Japanese attack, and her defeat in 
the ensuing war was a serious blow to 
her Far Eastern plans. It also led her to 
reach agreement with Britain on ‘‘spheres 
of interest’’ in Persia and Central Asia, 
These developments in Asia induced her 
to concentrate on the German. danger 
in Europe, and in the First World War 
she joined forces with Britain and France 
against Germany, Austria-Hungary, and 
Turkey. 


Internal Development of Tsarist ‘Russia 


Russia’s internal development followed 
lines of its own which were to some 
extent affected by her external expansion, 
Her culture had its basis in Orthodox 
Christianity, which reached her from 
Byzantium as early as the 9th century. 
But it also absorbed Asiatic influences, 
particularly during the period of Tatar 
domination, which cut Russia off from 
Europe and turned her attention eastwards 
towards Asia. The result was that in 
spite of its Christian basis Russian 
eulture remained distinct and separate 
from that of Catholic and Protestant 
Europe. Her political. system was based 
on a strong central Government built 
round the personal autocracy of the Tsar. 
It was deeply affected by her expansion 
and the wars entailed by it, which rein- 
forced the trend towards strong govern- 
ment and the centralization of political 
power under the autocracy. They also 
strengthened the primacy of the state 
over the 
burdensome military apparatus which 
strained her resources and helped to keep 
her relatively poor and backward. 


The centralization of political power 
enabled her to develop as an essentially 
unitary state even when she expanded 
into an empire composed of many different 
nationalities, It also entrenched the 
position of the Great Russians, who 
remained the dominant nationality and 
the most active colonizers, On the other 
hand, it exposed the rest of her peoples 
to Russianization on a steadily increasing 
scale. Her economy remained almost 
entirely dependent on agriculture, and 
she was slow in developing industry and 
trade. Her social system had its basis 
in serfdom, which was gradually extended 


over a peasantry who had once been free. 


During the 18th and 19th centuries her 
internal development became increasingly 
affected by European influences, which 
she began. to absorb as she expanded 
westwards. At first, she borrowed from 
Europe unwillingly and under pressure 
from her rulers, who were mainly interest- 
ed in KHurope’s technical achievements. 
But in the course of time European 
influences and ideas began to be wel- 
comed and sought after, and they even- 
tually became so widespread among the 
upper classes that they created a gulf 
between these classes and the great mass 
of the people and destroyed the separate- 


individual and demanded a 


= 


ness and homogeneity which liad charac- 
terized Russian civilization in the 
Muscovite period. The Government usual- 
ly tried to restrict the introduction of 
European influences in the main to tech- 
nical matters, in the hope of keeping out 
ideas which might stimulate political and 
social discontent, But they fought a 
losing battle in spite of strict censorship 
and control, and in the 19th century the 
impact of European ideas helped to cause 
a great intellectual ferment in Russia. 
This intellectual ferment inspired out- 
standing achievements in literature and in 
other fields, which showed that Russia 
could give to as well as borrow from 
Europe. It also stimulated a searching 
enquiry into the basis and purpose of 
Russian civilization. On the one side, 


the Westernizers maintained that Russia 


was essentially a part of Europe and 
ought to be developed on the same cul- 
tural, political, and social pattern as 
other European states. On the other side, 
the Slavophils argued that Russia was as 
basically different from Europe as Ortho- 
doxy from Catholicism, and that, instead 
of trying to mould herself on Western 


lines, she ought to revive and strengthen 


her traditional civilization based on the 
Orthodox Church, the peasant commune, 
and Muscovite autocracy. The Russian 
radicals and early socialists blended ele- 
ments from each of these trends in a 
mixture which differed from both, Like 
the Slavophils, they rejected the indivi- 
dualist, industrialized, bourgeois society 
of the West and pinned their hopes on 
Russia’s peasant masses. But like the 
Westernizers, they regarded Russia as 
part of Europe and believed that it was 
her mission to lead Europe to socialism. | 

In the economic field, Russia’s develop- 
ment lagged far behind her rising status 
as a European and World Power, At 
the beginning of the 18th century Peter 


the Great made strenuous efforts to mobi- | 


lize her economie resources in order to 
equip her for his wars against Sweden 
and Turkey, But she was slow to adopt 
and develop the new techniques and skills 
which carried large areas of Europe 
through the industrial and agricultural 
revolutions of the late 18th and 19th cen- 
turies. The emancipation of the serfs in 
1861 helped to accelerate both her agri- 
eultural and industrial development, and 
her industry in particular began to attract 
substantial capital investments from 
abroad. But although the rate of deve- 
lopment in most branches of her heavy 
industry began to exceed that of the other 
Great Powers, she still lagged behind 
them in yearly output even on the eve 
of the First World War, when her coal, 
iron, and steel output was 36, 4.8, and 5.2 
million ‘tons respectively compared with 
292, 10.5, and 7.8 million tons in Britain, 
40.8, 5.2, and 4,7 million tons in France, 
and 190, 19.3, and 18.9, million tons in 
Getmany. Her population on the other 
hand was from three to four times as great 
of any other European Power. 


The weaknesses in Russia’s political,. 


economic, and social system contributed 
to her defeat in the Crimean War of 
1854-6, which led the 
emancipate the serfs with part of the land 
and to reform local government and other 


Government to 
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branches of the administration. 
lacked the will and ability to reorganize 
Russia as quickly and 
educated opinion considered necessary. 
This provoked growing public criticism of 
the autocracy, which the Government met 
with renewed reaction and répression, 
Towards the end of the century, in- 
dustrialization created serious new prob- 
lems which intensified the demand and 
pressure for thorough-going reforms, In 
particular, it encouraged the spread of 
Marxist ideas from Western Europe and 
led to the formation of a revolutionary 
social democratic party based on the in- 
dustrial workers, which soon’ split into 
militant Bolshevik and more moderate 
Menshevik groups. It also strengthened 
the middle class, which began to deman: 
far-reaching constitutional reforms and 
the transformation of the autocracy into 
a Parliamentary monarchy. At the same 
time, the peasantry became more insistent 


in their demand for more land. Russia’s 


defeat in the Russo-Japanese war of 
1904-5 still further weakened the Govern- 
ment’s authority and prestige and forced 
them to yield to popular discontent by 
agreeing to the establishment of a repre- 
sentative assembly. But the autocracy 
was still unwilling to turn itself into a 
real constitutional monarchy. It also 
lacked the energy and ability to deal 
effectively with the social problems which 
were agitating the country. 

The result was that when Russia en- 
tered the First World War she was 


gravely handicapped by an accumulation 


of unsolved political and social problems. 


The War itself created new strains and 


stresses which were more than the auto- 
cracy could cope with, and in February, 


(1917, it collapsed under its own ineffi- 


ciency and weakness and the pressure of 
public discontent, In the ensuing tur- 


moil ‘the army and nation began to clam- 


our for peace, and the peasants set about 
dispossessing the landowners and taking 
the land for themselves. This helped to 
undermine the authority of the provisional 
Government and created a deteriorating 


situation in which the Bolsheviks were 


able to seize power in Russia in October, 
1917. They have held it ever since. 


Internal Development. in the Soviet Period 


The Bolshevik revolution was the work 
of a small, militant communist party; led 
by professional revolutionaries who saw 
in Marxism as interpreted by Lenin a 
scientific theory of universal application 
which enabled them to understand social 
laws as a means to social change. They 
believed that capitalism as a world sys- 
tem had reached its final form in imper- 
ialism, and that in this imperialist form 
its inherent contradictions and 
struggles would automatically generate 
wars and revolutions and lead to its over- 
throw and replacement by a classless 
socialist system. They also. believed that 
it was the mission and duty of the work- 
ing class to help this ‘‘historical process” 
forward by. using force to overthrow 
capitalism and by establishing a dictator- 
ship of the proletariat to build socialism. 

When ‘they séized power in Russia’ in 
1917, the Bolsheviks acted in the name 


of the Russian working class. But the 


\ 


But they 


thoroughly as 


-erucial importance. 


class 


scope of their aims was international, not 
merely Russian, They knew that as a 
predominantly agricultural country Rus- 
sia still lacked most of the essentials for 
socialism as Marx conceived it. But they 
considered her to be the; weakest link 
in the capitalist and imperialist system, 
and the link at which the system would 
begin to break. They also believed that 
their seizure of power in Russia would 
be the signal for revolutions in the highly 
industrialized countries of Western Europe 
where the basis for socialism already ap- 
peared to exist, and that these revolutions 
in their turn would lead to the overthrow 
of capitalism on a world scale and enable 
Western Europe to come to Russia’s help 
in building socialism in Russia. 

Their expectation of immediate and 
successful socialist revolutions in Western 
Europe proved to be mistaken. But they 
still retained power and tried to build 
socialism in Russia without the kind of 
help from more advanced countries which 
they had originally envisaged. They also 
continued to look forward to the down- 
fall of capitalism as a world system and 
to its replacement by world socialism. 
But their original miscalculation was of 
The Bolshevik re- 
volution still proved to be a major deve- 
lopment in Russian and world history. 
But instead of enabling Western Europe 
to set the pattern of Marxist socialism 
in accordance with Western standards and 
potentialities, it allowed Russia to set 
the pattern in accordance with Russian 
standards and potentialities, 
was that Russia came to regard this pat- 
tern as the only true and ‘scientific pat- 
tern and as the pattern to be followed 
by the rest of Europe and the- world. 

In 1917 very few Russians were Marx- 
ists or wanted socialism of the Marxist 
variety. But the Communists secured a 
monopoly of power in Russia and used 
it with great ener 
force*the country through a political, cul- 
tural, economic and social revolution 
which aimed at building socialism in ac- 
cordance with Marxist-Leninist precepts. 

Their policy has passed through four 
main phases. During the first phase, 


which continued till 1922, their primary 


tasks were to win the civil war, defeat 
foreign intervention, establish public 
ownership of the means of production, and 
create and organize the Soviet Union out 
of the ruins of the Russian Empire which 
had fallen apart under the pressure of 
national movements and other disruptive 
forces. In the east and south they gsuc- 
ceeded in re-establishing the old imperial 
frontiers, except for Kars and Ardahan, 
which went to Turkey. But in the west 
they lost Finland, the Baltic provinces, 


most of the former Polish territories, and 


Bessarabia. 


During the second phase, which lasted 


till 1928, they were faced with the two 


major problems of reviving the country’s 


economy, which had declined catastro- 
phically by the end of the civil war, and 
resolving a bitter struggle 
which broke out inside the party after 
Lenin’s death in 1924. They were able 
to stimulate economic recovery by allow- 
ing private enterprise much greater scope 
than during the civil war period, parti- 
cularly in domestic trade and in agricul- 


The result 


and ruthlessness to 


for power 


ture, which now rested almost. exclusively 


on smallseale peasant farming, But they 
prevented private enterprise from _ be- 
coming too powerful by retaining state 


ownership. and control, of all key under- 
takings. | 
the party leaders was resolved by the 


By 1928 the struggle among 
policy of 


triumph of Stalin, with his 
But it re- 


‘‘socialism in one country.’’ 


sulted in the banishment of Trotsky and 


in the eventual elimination of other rivals 
of Stalin, such as Bukharin, Zinoviev and 
Kamenev. 

During the third phase, which lasted 
till 1937, Stalin and his colleagues set 
themselves the task of establishing what 
they conceived to be full socialism in the 
Soviet Union. This involved them in the 
virtual elimination of private enterprise, 
rapid industrialization under public own- 
ership, and the collectivization and me- 
chanization of agriculture. During the 
fourth phase, which is still in progress, 
they have continued to expand industry 
and agriculture in an effort 


to create 


conditions which they believe will enable 


them to turn Soviet socialism into com- 
munism. The Second World War tem- 
porarily disrupted their plans. But as 


goon as it ended they reverted to their 


policy of moving forward to communism, 


During all these different phases the 


Communists have retained their monopoly 


of power in Russia and have used it to 


implement their policy through the ma- 
chinery of the Soviet state. Between 
February, 1917, and 1940 their numbers 
increased from 45,000 to 3,400,000. But 
in spite of this expansion, the party has 
remained a highly disciplined body, with 
authority increasingly centralized in the 
higher officials with Stalin at their head. 
In contrast to the autocratic and unitary 
structure of the Tsarist state, the Soviet 
state was given a democratic and federal 
structure, based on a written constitution 
which established elected soviets at dif- 
ferent levels and used the federal prin- 
ciple to meet the wishes of the various 
nationalities. But in practice, it has 
maintained the Russian tradition of strict 
centralization, partly because the con- 
stitution itself was careful to leave the 
realities of power with the central Gov- 
ernment, and partly because the whole 


of the state machinery has continued to 


be the instrument of a single highly cen- 


tralized and disciplined party which al- 


lows no other political party to exist. 


The state’s range of action has also 
become even wider in the Soviet Union 
than in Tsarist Russia and’ now embraces 


the whole field of man’s activity, includ- 
ing his economic activity. This has na- 


turally reinforced the primacy of the state 


over the individual, which was traditional 


in Tsarist Russia, and has greatly in- 
creased the size and influence of the 
bureaucracy, including the police. It has 
also enabled the Soviet state to mould 


the cultural and intéllectual development’ 


of its citizens to an extent which was im- 
possible even for the Tsarist state. The 
Soviet state has used its powers to achieve 


a great expansion of education at all levels 


and among its many different nationali- 
ties. It has also encouraged the develop- 
ment of thé‘ various national languages, 


which were repressed in Tsarist Russia. 


But at the same time it has used every 


— 
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means at its disposal to make Marxism- 
Leninism the basis of intelléctual and 
cultural activity as well as of political 
and economic activity. It has also en- 


forced the principle that while Soviet 


culture may be ‘‘national in form’’ it 
must become ‘‘socialist in content.’’ The 
result has been that it has enshrined 
Marxism-Leninism as the new orthodoxy, 
attacked non-conformity of every kind, 
imposed a common basic pattern of de- 
velopment on Russians and non-Russians 
alike, and given them a grossly distorted 
picture of developments abroad. Its 
ultimate aim is to create a new ‘‘Soviet 
man’’ who will have a materialist and 
atheist philosophy in place of a religion, 


Stalin’s policy of ‘‘socialism in one 
country’’, which began to be applied in 
1928, had its basis in his two-fold convie- 
tion that the Soviet Union could build a 
fully socialist system herself without 
waiting for help from revolutions else- 
where, and that she must either speedily 
transform herself into a first-class indus- 
trial power or invite attack and defeat 
by the capitalist world. Its chief features 
were the final elimination of capitalist 


enterprise in Soviet economy, comprehen-_ 


sive planning of economic and other deve- 
lopment in a series of five-year plans, 
rapid industrialization, and the collectivi- 
zation and mechanization of agriculture, 


Stalin and his colleagues showed ruthless 
energy in carrying through the economic 
and social revolution at which they aimed. 
In industry their plans laid the major 


emphasis on expansion in heavy industry | 


and left consumer goods industries a bad 
second. They knew that they could expect 
no help from foreign investments, and 
that the Soviet people themselves would 
have to provide the necessary resources 
and make sacrifices to do it, at least in 
the initial stages. They assigned an 
unusually high proportion of the national 
income to developing the country’s econo- 


my: between 25 and 33 per cent in the 


first five-year plan and rather less in 
subsequent plans. This, together with 
the difficulties created by agricuituaral 
collectivization, forced them to introduce 
rationing between 1930 and 1935. But they 
tried to inspire the Soviet people with 
the idea that they were building a new 
and better world. They also offered them 
material incentives by such measures as 
paying the highest wages in the heavy 
industries, giving extra rewards and 
special privileges to the best workers, 
greatly expanding education and technical 
training, and reducing manual labour 
through the greater use of machinery. 
They brought women into industry on an 
increasing scale and showed no qualms 


about making considerable use of, forced 


labour or, when, deemed necessary, about 
restricting the free movement of labour 
and directing highly skilled labour, In 
agriculture, their policy of collectivizaiion 
involved the destruction of the richer 
peasants as a class and brought them into 
conflict with even wider sections of the 
peasantry. But they had won the battle 
for collectivization by 1933, and as indus- 
try expanded they were able to embark 
on the mechanization of agriculture. | 


Their policy soon enabled them to over- 
come the industrial backwardness which 
the Soviet Union had inherited from 
Tsarist Russia. Between -1928 and 1938 
the annual output of coal rose from 35,9 
to 133 million tons, that of oil from 11.7 
to 32 million tons, of pig-iron from 3.3 to 
14.6 million tons, of steel from 4.3 to 18 
million tons, of electric power from 5 to 
39 milliard kilowatt hours, of tractors 
from 1,200 to 80,000 and of motor-vehicles 
from 700 to 211,000, Other important fea- 
tures of this rapid industrial expansion 
were a sharp.rise in the number of indus- 
trial and white-collar workers from 11.6 
millions in 1928 to 30.4 millions in 1940, 
a big development of ‘industry and an 
increase in population in the eastern parts 
of the country, and a marked growth in 
the number and size of towns. All this 
helped to expand the country’s military 
potential and provided a solid basis for 
strong armed forces and for a rapid in- 
crease in armaments. Agricultural out- 
put naturally expanded much more slowly. 
Collectivization and mechanization were 
followed by an increase in the output of 
grain and technical crops. But the num- 
ber of livestock fell sharply during col- 
lectivization and was still below the 1928 
figure even in 1940. 

By 1937 Stalin and his colleagues were 
telling the Soviet people, that the Soviet 


Union had largely completed the task 


of building a classless socialist society in 
which no man exploited another and all 
worked according to their abilities and 
received according to their work. They 
added that the country was now entering 
a new phase of transition from socialism 
to communism, which was the ultimate 
goal of the revolution and would be reach- 
ed when all worked according to their 
abilities and received according to their 
needs, They also claimed that the Soviet 
system was a better and higher form of 
deisocracy than bourgeois democracy, and 
that it stood unequalled in the rights and 
opportunities which it gave to its citizens 
without distinction of sex, race, or creed. 
But the political trials and purges of 
1936-7 strengthened the general view 
abroad that the Soviet system functioned 
as an authoritarian, totalitarian, one- 
party state directed by Stalin and a hand- 
ful of colleagues through the communist 


party and an increasingly powerful and — 


centralized state machine. | 
Hitler’s invasion of the Soviet Union 
in 1941 subjected the stability and effi- 


ciency of the Soviet system to an even. 
more searching test than that to which | 


Napoleon’s invasion had subjected the 
Tsarist system in 1812. It stood the test 
and emerged with increased confidence 
in itself. During the War the Soviet lead- 
ers found it expedient to make certain 
relaxations in their ideological and econo- 


mic policies. But these relaxations in -no..- 
way altered the basic features of the 


Soviet system as it had developed under 
Stalin, and when war ended they were 
soon abandoned, 

The Soviet Union suffered enormous 


losses in men and property as a result of. 


the War, and in 1946 the Government in- 
troduced a new five-year plan which aim- 
ed at making good this war-time damage 


and expanding the eountry’s economy — 


above the pre-war level. They have also 
earried the collectivization of agriculture 
a step further by amalgamating small 
collective farms into bigger units which 
are more suitable for mechanization and 
release labour for industry. They fixed 
the 1950 output targets in the main bran- 
ches of heavy industry and agriculture 
at 19.5 million tons of pig-iron, 25.4 mil- 
lion tons of oil, 250 million tons of coal, 
80 milliard kilowatt hours of electrical 
energy, 500,000 motor vehicles, 127 million 
tons of grain, and 3.1 million tons of 
raw cotton. They also continued the pre- 
war trend towards the economic develop- 
ment and internal colonization of the 
eastern parts of the country. — 

The Soviet Union has attained her out- 
put targets for 1950 and even surpassed 
them in many branches of the economy. 
These successes have carried her a step 
further in the transition from Soviet so- 
cialism to communism and nearer to the 
longer-term targets which Stalin set in 
1946 of 50 million tons of pig-iron, 60 
million tons of steel, 500 million tons of 
coal, and 60 million tons of oil, In con- 
trast to 1914, she now has a much greater 
industrial output than any other country 
in Europe. But she still lags far behind 
the U.S.A., which she has always wanted 
to outstrip as an industrial power. : 


Soviet Foreign Policy up to 1939 | 
The Bolshevik revolution and _ the 


-establishment and development of the 


Soviet Union naturally had a profound 
effect on Russia’s relations with the rest 
of the world. The Soviet leaders believed 
that the revolution marked the beginning 
of ‘‘the epoch of world revolution’’ which 
would destroy capitalism and replace it 
by socialism. At first they expected 
world revolution in the immediate future 
and in March, 1919, Lenin took the lead 
In organizing the Communist International 
as a world communist party for promot- 
ing world revolution. But when their ex- 
pectation of immediate and successful 
revolutions elsewhere proved false, they 
had to reconcile themselves to the idea 
that world revolution might need some 
time to achieve and that, until it took 
place, the Soviet Union would have to live 
in a world of capitalist states and main- 
tain relations with them, Unlike Trotsky 
who continued to advocate ‘ ‘permanent 
revolution,’’ Stalin met this situation 
with his policy of ‘‘socialism in one coun- 
try,’’? which aimed at using the delay in 
world revolution to make the Soviet Union 
a fully socialist state with a highly de- 
veloped industry, But like Trotsky he 
renfained convinced that world revolution 
was inevitable, and his ultimate purpose 
in strengthening and developing the Soviet 
Union was to turn it into ‘‘a stronghold 
for the overthrow of imperialism in all 
countries, ’’ 

He agreed with Lenin that the world 
was now divided into a capitalist camp 
and a socialist camp headed oe the Soviet 
Union, that the Soviet Union’s co-existence 
with imperialist states. for a long time 
was ‘‘unthinkable,’’ that one or the 
other must ultimately triumph, and that 
before this final result a series of ‘*fright- © 
ful collisions’? was unavoidable, He was 
also as certain as Lenin that the Soviet 
Union would eventually win. But Russia’s 
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initial relative weakness made him want 
to gain time during which to strengthen 
her and weaken the capitalist states. This 
led him to follow Lenin in allowing for 
the possibility of ‘‘a certain period of 


peaceful co-habitation’? between the two 


camps. But he always intended ‘‘ peaceful 
eo-habitation’’ to include Soviet and 
Comintern efforts to sharpen the ‘‘inter- 


nal econtradiction’’ of the capitalist camp, . 


the most important of which in his view 
were the ‘‘contradictions’’ between canvital 
and labour, between the imperialist states 
and their colonial and dependent peoples, 


. between the imperialist states themselves 


fer control of raw materials and foreign 
territories, and between the victor and 
defeated states in the First World War. 
The international implications of Mar- 
xist-Leninist ideology and of Stalin’s de- 
termination to turn the Soviet Union into 
a ‘‘stronghold for the overthrow of im- 
perialism in all countries’’ clearly accorded 
with Russia’s traditions of expansion and 
with the messianic idea which had always 
been present in certain trends of Russian 
thought. The overthrow of the Manchu 
Empire in China in 1911, and the collapse 
of the Hapsburg and Ottoman Empires and 
the weakness of Germany at the end of the 


First World War, had also destroyed the 


former barriers to the advance of Russian 
influence and power in the Far East, 
and the Middle East. 
But the revolution and the eivil war left 
Russia much too weak even to maintain 
her previous position, particularly in 
Eastern Europe, where Finland, the Baltic 
states and Poland all became independent 
and Rumania seized Bessarabia. Britain, 
Franee, Japan and the U.S.A. were also 
so much disturbed by the Bolshevik revolu- 
tion and the threat of communism that 
they intervened against the Bolsheviks in 
the eivil war, and Britain and France took 
great pains to build new barriers against 


Russian and Soviet influence in the Middle 


East and Eastern Europe respectively. 
When foreign intervention in Russia 
stopped and the Bolshevik leaders realized 
that they had been mistaken in expecting 
immediate revolutions abroad, the Soviet 
Union and an increasing number of eapl- 
talist states established mutual relations 
and engaged in trade. This ‘‘ peaceful co- 
habitation’’ had three important con- 


sequences for the Soviet Union. First, it° 


helped her to recover from the effects of 
the civil war and gave her a chance to 
restore and develop her economic and 
military strength. Secondly, it encouraged 
the re-emergence of the geographical and 
historical factors which had helped to 
determine Russian foreign policy and the 
direction taken by Russian expansion and 
penetration, and allowed them to influence 
the foreign policy of the Soviet Union, 
which -became_ inereasingly concerned 
about such traditional areas of Russian 
interest as Eastern Europe, the Straits, 
Persia, Mongolia and Manchuria, Thirdly, 
it helped to determine the character of 
the relations between the Soviet Union 
and the Soviet communist party, on the 
one hand, and communist parties abroad, 
on the other hand. 

Stalin agreed with Lenin that it was 
‘‘the essential task of the victorious re- 
volution in one country to develop and 


support the revolution in other countries’? 
and, if necessary, to ‘‘come out even with 
armed force against the exploiting classes 
and their states.’’ But in view of the 
Soviet Union’s relative weakness, he had 
no wish to imperil its security by using 
armed force in support of revolutionary 
movements elsewhere. On the contrary, he 
was so afraid that the capitalist world 
might attack the Soviet Union that he 
identified Soviet interests and _ self-pre- 
servation with the first interests of the 
communist movement and related the 
activities of other communist parties to 
Soviet needs, in the belief, as he put it 
in 1927, that ‘‘in present conditions one 
cannot call oneself a Marxist unless one 
openly and devotedly supports the first 
proletarian dictatorship in the world.’’ This 
led him to use the Comintern as a body 
through which to manipulate other com- 
munist parties in the interests of Bolshevik 
and Soviet policy. They in their turn re- 


garded the Soviet Union as ‘‘the Socialist 


fatherland, ’’ 

The Soviet Union’s relative weakness 
fed Soviet fears of an early attack by 
the capitalist world and led its leaders to 
try to delay it by working to sharpen ecapi- 
talist ‘‘contradictions.’’ They used the 
Comintern and local communist parties 
to play on differences between capital and 
labour and to encourage discontent and 
agitation in colonies and dependent ter- 
ritories. They also tried to play off one 
capitalist power against another in order 
to divert their attention from the Soviet 
Union and prevent them from combining 
against her, In Europe, they backed Ger- 
many against Britain and France and 
supported her protests against the Ver- 
sailles settlement. In the Far East, they 
helped Tannu Tuva and Outer Mongolia 
to set up. people’s republics and gained 
considerable influence over the Chinese 
Kuomintang, with which they encouraged 
the newly- -formed Chinese communist party 
to co-operate, But in 1927 they suffered 
a serious setback in the Far East when the 
Chinese nationalist leaders broke with the 
Chinese communists and the Russians and 
gave Chinese foreign policy a Western 
rather than a Soviet orientation. 

Stalin’s policy of ‘‘socialism in one 
country’’ and his drive to make the 
Soviet Union a first-class industrial and 
military power naturally demanded time 
and expanding resources for their fulfil- 
ment. This strengthened the Soviet 
Union’s immediate interests in avoiding 
war and developing trade with other 
countries. But the world economic crisis 
threatened to interfere with Stalin’s plans. 
He interpreted it as an intensification of 
the ‘‘general crisis’’ of capitalism which 
would end the period of ‘‘peaceful co- 
habitation’’ between the capitalist world 
and the Soviet Union, cause new im- 
perialist wars and a fresh wave of revolu- 
tion in Europe and the colonies, and in- 
crease the danger of a British and French 
attack on the Soviet Union. This led him 
to adopt a complicated policy of continued 
restraint by the Soviet Government coupl- 
ed with a revolutionary offensive by the 


Comintern, which launched a frontal at- 


tack on social democracy as ‘‘an ideologi- 
cal prop of capitalism.’’ In the Far East, 
the Soviet Government’s policy of res- 


traint allowed them to acquiesce in the 
establishment of Japanese control over 
Manchuria in 1931-2, In Germany, on the 
other hand, the German communist party 
and the Comintern made a bid for com- 


-munist control of the Weimar Republic. 


But they unwittingly helped Hitler to 
power by weakening the social democrats, 

Hitler’s rearmament of Germany, 
Japan’s continued advance in China, and 
the growing co-operation between. Ger- 
many, Japan and Italy radically changed 
the international situation and increased 
the danger of another world war. Nazi 


Germany and Japan had territorial designs » 


on the Soviet Union in Eastern Europe and 
the Far East respectively. Together with 
fascist Italy, they were also champions of 
revolutionary iddologies which bitterly 
opposed international communism, of 
which the Soviet Union was the leader and 
centre. But they were equally opposed to 
western democracy, and their plans_re- 
presented a danger to the western Powers 
as well as to the Soviet Union. 

Stalin regarded their designs on the 
western Powers as an inevitable con- 
sequence of the ‘‘contradictions’’ within 
the capitalist world, and he tried to play 
on them by indicating that ideological 


differences need not become an obstacle 


to friendly Soviet-German relations, pro- 
vided Hitler renounced his designs on the 
Baltic states and the Ukraine. But as the 
Soviet Union developed its industrial and 
military potential, he took a firmer line in 
upholding Soviet interests, particularly 
against Japanese encroachments in the 
Far East. As an insurance against Ger- 
man and Japanese hostility, he also work- 
ed for. better relations with France and 
Britain, which he had previously regarded 
as the Soviet Union’s main enemies, This 
led the Soviet Union-to join the League 
of Nations in 1934 and to make a military 
alliance with France and Czechoslovakia 
in 1935. The Comintern also dropped its 
campaign against social democracy and 
pressed for a ‘‘popular front’’ of all op- 
ponents of fascism, 

But the suspicions between the Soviet 
Union and the western Powers proved to 
be too sharp and deep-seated to allow 
them to build an effective front against 
Hitler and his allies. The British and 
French Governments had little faith in 
Soviet economic and military strength, 
and they wrongly believed that they 
could save peace by making concessions 
to Hitler. Stalin took this to mean that 
their real aim was to divert Germany 
away from themselves ‘and against the 
Soviet Union, and in 1938 his suspicions 
were fanned by the Munich agreement 
which sacrificed Czechoslovakia to Hitler 
without reference to Soviet interests. 
When Germany raised the Polish prob- 
lem in 1939, Stalin opened negotiations 
for an alliance with the western Powers. 
But in August, 1939, he suddenly came 
to terms with Hitler and left the western 
Powers the choice of abandoning Poland 
or fighting Germany. When they chose 
to fight, he regarded the War as an 
internecine struggle within the capitalist 

world which the Soviet Union might turn 
to her own advantage. 


30 
re 
ll 
h 
id 
re 
I, 
yn 
e- 

t. 

O- 

e 
0) 
of 

r 

y 
id 

e 

d 

st 

h 

it 

e, 
id \ 
t- 
x- 

il 

e 
yk 

e 
at 
in 

e- 

e 
ym 
se 

oft 
ld 

ll 
ld 

p 

ot 

e 

e 

at 
t- 

ot 


FAR EASTERN ECONOMIC REVIEW 


August 16 


The Soviet Union and the Outside World 
since 1939 


The Second World War created favour- 


able conditions for a great expansion of 
Soviet power, From September, 1939, to 
June, 1941, the Soviet Union helped Ger- 
many economically and agreed with her 
on a partition of a considerable part of 
Eastern Kurope. She also fought a win- 
ter campaign against Finland in 1939-40, 
which brought her part of Karelia and 
other Finnish territory. From June, 
1941, till May, 1945, Hitler’s invasion 
made her one of the three leading members 
of the Grand Alliance against Nazi Ger- 
many and its European associates. For 
over a year her armies fell back before 
the German ouslaught, But in 1943 
she began a successful counter-offensive 
which slowly broke the back of the Ger- 
man military machine and_ eventually 
earried her troops across Poland to the 
Elbe and into Czechoslovakia, Rumania, 
Bulgaria, Yugoslavia, Hungary and Aus- 
tria. She also joined Britain in sending 
troops into Persia to prevent it from 
drifting into the enemy camp. From 
August 8th till September 2nd, 1945, she 
was at war with Japan and was able to 
occupy Manchuria and North Korea. 

When the Second World War ended, 
Soviet Russia’s actual and potential posi- 
_ tion in the world seemed stronger than 
that of Tsarist Russia at any period. 
Germany and Japan had been completely 
erushed and could no longer threaten or 
block her in Europe and the Far East. 
She herself on the contrary stood un- 
rivalled as a military power in spite of 
the grievous war-time damage to her peo- 
ples and economy. In _ Europe, fascism 
and national socialism stood defeated and 
discredited. Communism on _ the other 
hand had gained in support and prestige, 
partly through her military achievements 
and partly through the prominence of 
communists in resistance movements once 
she was forced into the War. In Asia, 
Japan’s war-time successes had under- 
mined the authority of the _ British, 
French and Dutch and encouraged Asian 
nationalism and other forces which she 
had always regarded as an essential ally 
against capitalism and imperialism. Only 
the U.S.A. surpassed her in economic and 
military potential, and the U.S, Govern- 
ment also had the atom bomb. But the 
U.S.A. was her ally, was rapidly de- 
mobilizing, and might not want to as- 
gume too many responsibilities in the 
post-war world. 

The War enabled the Soviet Union to 
extend her frontiers in Europe, Asia and 
the Far East, and wherever her rule ex- 
tended the Soviet system of government 
and the domination of the communist 
party accompanied it. In Europe, she 
absorbed the Baltic states, part of East 
Prussia, the White Russian and Ukranian 
parts of Poland, Bessarabia, Northern 
Bukovina, Ruthenia, part of Finnish 
Karelia and other Finnish territories 
round Merkjarvi and Petsamo This 
pushed her western frontier about 250 
miles further westwards and added over 
23 million people to her pre-war popula- 
tion. She also gained the right to estab- 
lish a military base in Finland at Porkala 
Udd on the Gulf of Finland. All these 


territories, except East Prussia, Northern 


Bukovina, Ruthenia, and the southern 
part of Eastern Poland, had once belonged 
to the Russian Empire, and she believed 
that in acquiring them she was righting 
a historical wrong, enabling the White 


Russians and Ukranians to unite within 


the same state, increasing her security, 
and blocking Germany’s _ traditional 
Drang nach Osten.. 

In Asia, she absorbed Tannu Tuva, 
which she had encouraged to separate 
from the Chinese Empire in 1921 as an 
independent people’s republic. the 
Far East, she recovered southern Sakha- 
lin,‘which Russia had ceded to Japan in 
1905, and oceupied the Kurile Islands, 
from which Japan had dominated the 
ocean approaches to the Sea of Okhotsk 
and the Soviet Far East. In August, 
1945, she coneluded a treaty with nation- 
alist China which made her heir to 
Tsarist imperialism in Manchuria. It re- 
established her as joint owner and opera- 
tor with the Chinese of the main Man- 
churian railways, allowed her to lease 
wharves and warehouses in Dairen, which 
was declared a free port, and made Port 
Arthur a joint Soviet and Chinese naval 
base to be defended by Soviet force, 
It also promised Chinese recognition of 
the independence of Outer Mongolia, 
which she had helped to make a people’ s 
republic in 1924. 

At the end of the War two main 
courses of action were open to_ her. 
Either she could rest content with the 
recent extension of her frontiers, continue 
her war-time co-operation with the 
U.S.A., Britain and other capitalist states, 
and help the world towards recovery and 
stability; or she could use her enhanced 
prestige and strength, her military oe- 
cupation of Eastern Europe, the growth in 
the size of communist parties, and the 
nnsettled condition of the world to pro- 
mote the spread of communism outside 
her borders. Her war-time 
with her allies, the dissolution of the 
Comintern, her need for internal recon- 
struction, her membership of the United 
Nations, "and the joint occupation of 
Germany and Austria, encouraged the 
hope that she might adopt the first 
course, But her actions made_ it in- 


creasingly clear that she preferred the 


second course and would collaborate with 
her war-time allies only te the “extent 
to which they helped her to follow it. 
Her choice was not unnatural in view 
of Russia’s traditions of expansion, 
Marxist-Leninist ideology and_  Stalin’s 
conception of the Soviet Union as ‘*a 
stronghold for the overthrow of imperial- 
ism in all countries.’’ 

From the start the Soviet Union looked 
on Eastern Europe, which her armies had 
liberated, as a closed sphere of Soviet 
influence. When liberated, the East 
European countries formed coalition 
governments based for the most part on 
peasant, socialist, and communist parties. 
But the presence of Soviet troops either 
within these countries or on their borders 
prompted and emboldened the communist 
parties to strengthen their authority with- 
in the Government until they gained 
effective power and could begin to or- 
ganize ‘‘socialist’’ ‘regimes, The excep- 


agreements 


tion was Finland, which the Soviet Union 
handled cautiously, But even Finland 
had to make a treaty of alliance with 


her. The Polish, Czechoslovak, Ruman- 


ian, Hungarian, Bulgarian, Yugoslav, and 
Albanian communist parties have used 


their growing power to establish regimes 


which follow the Soviet pattern of totali- 
tarian state control, striet centralization, 
comprehensive planning, rapid industri- 
alization, and collectivization of agricul- 
ture. They have also been ready to ac- 
cept Soviet protection against Germany. 
But they have found in practice that 
Soviet protection spells Soviet control, 
and that the Soviet conception of com- 
munism means an expanding Soviet em- 
pire which has no place even for com- 


munists like Tito, Rajk, Kostov, Gomulka, 


and Clementis, who want their countrtes 
to be independent and not merely sub- 
ordinate parts of a Soviet empire, Tito’s 
excommunication by the Soviet Govern- 


ment and communist party when he 


refused to go to Canossa is a striking 
illustration of the degree of subordina- 
tion which Stalin feels justified in ex- 
acting from the faithful. 


In the rest of Europe, the Soviet Union | 


has been less successful in preparing the 
ground for and promoting the spread of 
Stalinist communism. In 1947 she took the 
lead in organizing the Cominform as a 
revised European version of the Comintern 
to co-ordinate the policies of the member 
parties, In Germany she supported Poland 
in advancing the Polish frontier to the 
Oder and the Neisse. She has also used her 
occupation of Eastern Germany to enable 
the East German communists to embark on 
the establishment of a communist-controll- 
ed regime as a nucleus for a future com- 
munist Germany, But the rest of Germany 
has remained outside her influence and 
has developed on other lines. In 1948 ske 
blockaded. Berlin to squeeze out Britain, 
the U.S.A., and France and bring it under 


her exclusive control. But when the ‘‘air | 


lift’’ foiled her plans, she accepted the 
reverse for the time being. In Austria she 
has delayed the conclusion of a peace 
treaty, which would end the join: allied 
occupation and entail the withdrawal of 
her troops from Rumania and Hungary. 

In Greece she gave moral support to the 
post-war communist bid for power and 
encouraged Yugoslavia, Bulgaria, and 
Albania to supply the Greek communists 
with material aid in the ensuing civil war, 
But British and American backing helped 
the Greek Government to withstand this 
communist pressure, and when Yugoslavia 
was excommunicated and expelled from 
the Cominform, the Greek civil war slowly 
petered out. She also gave notice that she 
wanted joint Soviet-Turkish control of 
the Straits with a Soviet base to reinforce 
it, and that the Soviet republics of Geor- 
gia and Armenia had territorial claims 
on Turkey. But when the Turkish Govern- 
ment stood firm, with British and Ameri- 
can support, she refrained from pressing 
the issue by other means than words. 

In France and Italy she believed that 
the communist parties would be sufficient- 
ly strong and popular to dominate the 


Governments and make them pursue a 


pro-Soviet policy even if they were unable 
to gain complete power in the state, But. 


4 
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the other parties became alive to com- 
munist ‘‘Trojan horse’’ tactics and ex- 
eluded the communists from the Govern- 
ment. As opposition parties, the commu- 
nists have used their influence to foment 
internal discord and discontent and 
weaken the French and .ltalian Govern- 
ments in withstanding Soviet pressure. 
But their uneritical support of every aim 
and method of Soviet policy has slowly 
weakened their position and caused in- 
ternal dissensions and defections which 
seem to be spreading. 

In Asia, the Soviet Union has tried to 
spread Soviet power and influence by 
playing on Asian nationalism and the 
desire to be free from white control, In 
India and Burma, she found this weapon 
blunted when Britain satisfied their 
desire for independence, and she has since 
encouraged the local communists to switch 
their main attack to the Asian parties 
which now control India and Burma, In 
Persia, where she kept her troops even 
she pressed 
for an oil concession in the north and 


fostered the Tudeh party and an Azer- 


baijanian autonomy movement. The Per- 
sian Government induced her to withdraw 
her troops in May, 1946, by raising the 
matter in U.N.O: and showing flexibility 
about an oil concession. But after the 
Soviet troops had left, the Persian Mejliss 
blocked the concession while the Govern- 
ment re-established their control in Azer- 
baijan and proscribed the Tudeh party. 


In China, the Soviet Union used her . 


occupation of Manchuria to carry away 
much of Manchuria’s industrial equip- 
ment, She also eased the way for the 
Chinese communists in Manchuria and 
ereated difficulties for the nationaiist 
Government. The subsequent communist 
victory over the nationalists throughout 
China probably surprised her by its speed 
and completeness, But it has produced a 
close Soviet-Chinese alignment and brought 
nearer the fulfilment of Lenin’s 1919 in- 
junction that Russia should ‘‘group 
around herself all the awakening peoples 
of the East for the fight against inter- 
national imperialism.’’ Up to the present, 
she has been careful not to offend national 
sentiment in communist China. In 1950 she 


made an alliance with the new Government 


and agreed to surrender not later than 
over 
Arthur and the Manchurian railways 
which she had gained in her 1945 treaty 
with nationalist China. On the other 
hand, she has re-established her former 
position in the Chinese province of Sin- 
kiang and arranged for joint Soviet-Sin- 
kiang companies to exploit its resources. 

In North Korea, she used her occupa- 
tion to exclude all influences except her 
own and to organize it on a communist 
pattern. In December, 1948, she withdrew 
her troops from North Korea, and in June, 
1950, the North Korean army invaded 
South Korea to reunite Korea under com- 
munist control. She has given the North 
Koreans diplomatic support and equipment, 
But when the U.N, forces drove the North 
Koreans towards the Yalu, she preferred 
to remain in the background and let 
communist’ China send troops to their 
help, In Japan, the American occupation 
has blocked her influence and kept the 
Japanese communists from making much 


Port 


headway. In Indo-China, she has given 
moral backing and encouragement to the 
Viet-Minh movement against French con- 
trol and has recognised the Viet-Minh 
government of Ho-Chi-Minh. But she has 
preferred to let communist Chima give 
open material support to Viet-Minh. In 
Malaya she has applauded the terrorist 
campaign against the British, while in 
Indonesia she has backed the Indonesians 
against the Dutch and has encouraged the 
Indonesian communists in their struggle 
against Hatta’s Indonesian Government. 

This Soviet policy of expansion and 
promotion of communism outside the Soviet 
frontiers has been accompanied by the 
maintenance of Soviet armed forces num- 
bering about four million men and by 
statements that the communist and capita- 
list worlds can co-exist in peace. Its effects 
on the rest of the Powers have been 
Striking. It has aroused a growing fear 
of Soviet strength, helped to end the war- 
time co-operation of the Great Powers, 
and forced Britain and the states of west- 
ern Europe, which had rapidly demobilized, 
to draw together for protection. It has 
also led the U.S.A. to employ its enormous 
resources in redressing the considerable 
swing in the European and world balance 
of power in favour of the Soviet Union, 
caused by the disappearance of the Haps- 
burg and Ottoman Empires in 1918, the 
collapse of Germany and Japan in 1945, the 
rapid development of Soviet economic 
and military potential and the weakening 
effect of two world wars on Britain and 
France. 

The attempts to strengthen western 
Europe against the Soviet Union have 
taken two main directions, First, the west 
European states and the U.S.A, through 
the Marshall Plan have tried to accelerate 
post-war reeovery in order to create social 
and economic conditions which will lessen 
the appeal of communism in western 
Europe and strengthen morale and the 
will to resist Soviet and communist pres- 
sure. Secondly, they have made a series 
of alliances culminating in the North 
Atlantic Pact and are beginning to in- 
crease their armed forces as a deterrent 
against the use of Soviet military strength 
to carry Soviet power still deeper into 
Europe, Until recently, America’s exclu- 
Sive possession of atomic weapons had 
been regarded as a sufficient deterrent; 
but now that the Soviet Union itself pos- 
sesses atomic weapons, the U.S.A, and the 
west European states have felt obliged to 
provide for an expansion of their ordinary 
armed forces and even seem prepared to 


form German military units and incorpor-— 


ate them into their armies, 

In Asia, defence against Soviet expan- 
sion and communism has not been organiz- 
ed on a comparable scale. But the Colombo 
Plan and American projects for helping 
under-developed areas are aimed at im- 
proving economic and social conditions in 
Asia and alleviating the distress which 
communism uses to its own advantage. 
There has also been talk of an Asiatic 
Pact on the model of the North Atlantic 
Pact, and the U.S.A. seems as ready to 
bring Japanese forces into the defence of 
Asia against Soviet and communist ex- 
pansion as to bring German forces into the 
defence of western Europe, 


_ The Soviet leaders and their communist 
echoes abroad have denounced these at- 
tempts to promote social recovery and 
military strength in non-communist coun- 
tries as American imperialism, war-mon- 
gering, and preparations for an attack 
on the Soviet Union. They again repre- 
sent the world as divided into a ‘‘socia- 
list’? camp which champions the forces 
of the future and an ‘‘imperialist’’ camp 
which upholds the dying and decaying 
past The socialist camp is headed by the 
Soviet Union, portrayed as peace-loving, 
monolithic and supported by the peoples of 
Eastern Europe, China, and colonial and 
dependent territories and by ‘‘men and 
women of good-will’’ everywhere. The 
‘imperialist’? camp on the other hand, 
is alleged to be led by American reaction- 
aries and their foreign henchmen, whose 
supposed aim is to subjugate the world 
to Wall Street and organize a military 
crusade against the Soviet Union. 

As the western Powers have drawn to- 
gether, the Soviet Union and its supporters 
have redoubled their efforts to disrupt 
resistance to Soviet policy. Their favourite 
method is for communists and communist 
sympathizers to penetrate and develop 
national and international mass organiza- 
tions and manoeuvre them into sponsoring 
resolutions and activities calculated to 
weaken the western Powers and prevent 
them from countering Soviet aims and 
pressure, The most recent example is the 
‘partisans of peace’’ movement which 
uses the univeral desire for peace in 
order to mobilize public opinion against 
the atom bomb and the policy of counter- 
balaneing Soviet military strength by 
rearmament in. the outside world and 
meeting force with force, as in Korea, In 
a sense, it is a revival of the ‘‘ popular 
front’’ movement and is intended by the 
communists to bring mass pressure on 
governments and U.N.O. not to go too 
far in resisting Soviet ambitions. But 
Marxism-Leninism is not itself an ideology 
which renounces force and wars as such. 
On the contrary, it sanctions force, if 
used to overthrow capitalism and establish 
socialism, and wars which ‘‘liberate’’ 
peoples from capitalist and imperialist 
control even if waged on foreign territory. 
This means that the Soviet Union need 
not be restrained by ideological or moral 
scruples from using force or fighting wars 
to spread communism. She need weigh only 
the chances of success and failure, 

It would be rash to prophesy about the - 
immediate and distant future. The Soviet 
leaders clearly believe that communism 
must spread and that it is their mission 
to further it and lead it to ultimate vic- 
tory. But it is important to remember 
that Russia’s position in the world can- 
not be determined by herself alone, and 
that the rest of the world is an essential 
part of the equation. If she finds weak- 
ness and division in the rest of the world, 
she will be tempted to exploit them to 
the limit, as in the past. On the other 
hand, her history suggests that if she 
finds hereself confronted with unity and 
effective strength, she is unlikely to con- 
sider them a provocation to rash action. 
But the Soviet and communist challenge 
cannot be countered by military strength 


alone. The non-communist world must also 
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THE NEP AND THE NEW DEMOCRACY 


By Robert C. North 


In examining recent developments 
within the Chinese People’s Republic, the 
Western observer is tempted to compare 
the domestic policies of the new regime 
with the programs and institutions char- 
acteristic of various stages in Soviet Rus- 
sian history. Generally such a compari- 
son is likely to reveal more differences 
than similarities, but there are certain 
features of the present Chinese Commun- 
ist program that bear rather striking re- 
semblance to the New Economic Policy 
(NEP) which Lenin inaugurated in Rus- 
sia in 1921, 


Like: the NEP, current Chinese Com- 
munist policy calls for important con- 
cessions to the peasantry and _ (for 
moderation in other spheres of political 
and economic activity. And, like Lenin 
in 1921, the Chinese Communist leaders 
of today are using certain capitalist in- 
centives and institutions in order to 
move toward the eventual destruction of 
all capitalist incentives and institutions. 


There are, of course, a number of 
equally striking differences which come 
immediately to mind: the environment of 
the NEP was Russian, while that of Mao 
Tse-tung’s New Democracy is Chinese; 
the Bolsheviks of 1921 were charting a 
totally new course, while Chinese Com- 
munist leaders. today can benefit from 
the early mistakes of their Russian allies 
and from the long history of Red Chinese 
regional governments; the world context 
of 1951 is far different from that of 1921, 
and so on, But, despite these differ- 
ences, there seem to be similarities enough 
to warrant further analysis. 


Throughout the period of War Com- 
munism (1918-21) the Russian Bolsheviks, 
while prosecuting the Civil War and re- 
sisting Allied invasions, sought to social- 
ize their entire economy as a stage in 
the transformation of Russia into a truly 
Communist state, In this direction, in- 
dustrial production became a state mono- 
poly; government agencies requisitioned 
peasant grain; and attempts were made 
to abolish the money economy. : 


But the development of this program 
coincided with a nearly disastrous break- 
down in industrial and agricultural produc- 
tion and with the outbreak of severe 
famine and revolts among the peasantry. 
‘Lenin, acknowledging that the transforma- 
tion had been pushed too fast, advocated 
an immediate retrenchment and_ the 
adoption of ‘‘state capitalism’’. This 
New Economic Policy lasted until the 
introduction of Stalin’s policy of indus- 
trialization and agricultural collectiviza- 
tion seven years later. 


maintain a healthy and expanding social 


system which will raise living standards 


both in Europe and particularly in Asia, 
and develop a faith in Western values 
as capable of stimulating idealism and 
commanding service as Marxist-Leninist 
materialism, If it succeeds in this, the 
future is unlikely to lie 
communism. 


‘with Soviet. 


According to Communist theory, War 
Communism had represented ‘‘.... an 
attempt to take the fortress of the 
capitalist elemients in town and country- 
side by assault, by a frontal attack. In 
this offensive the Party had gone too far 
ahead, and ran the risk of being cut 
off from its base,’”? In order to com- 
pensate for this strategic blunder, Lenin 
in 1921 proposed ‘‘. . , to retire a little, 
to retreat for a while nearer to the base, 
to change from assault of the fortress to 
a Slower method of siege, so as to gather 
strength to resume the offensive’’. After 
a year had passed, Lenin maintained that 


the time had arrived to call a halt to the 


retirement, ‘‘The purpose pursued by 
our retreat has been achieved,’’ he said. 
‘¢. ,.Now our purpose is different—to 
regroup our forces.’’ 

In political terms, the Leninists in 
1917 had denounced the idea that the 
seizure of power must be postponed until 
Russia had achieved full capitalist deve- 
lopment, But in War Communism they 
had gone further, assuming that they could 
not only seize power but also plunge 
into a socialist program. This Communist 
plunge coincided with conditions which 
Lenin deseribed thus: ‘The civil war of 
1918-20 greatly intensified the ruin of the 
country, retarded the restoration of its 
productive forces, and bled the proletariat 
more than any other class. To this was 
added the failure of the harvest of 1920, 
the fodder shortage and the dying of 
eattle, which still further retarded the 
restoration of transport and 
because it affected the delivery of wood— 
our main fuel—on peasant’s horses and 
earts.’’ As a result of these circum- 
stances, Lenin said, the political situation 
by the spring of 1921 was such as to 
require immediate and urgent measures to 
improve the conditions of the peasantry 
and to increase its productive forces. 
‘‘Why the peasantry and not. the 
workers?’’ Lenin asked, and explained: 
‘“Because in order to improve the condi- 
tions of the workers, grain and fuel are 
required. This is the biggest ‘hitch’ at 
the present time, from the point of view 
of the national economy as a whole. And 
it is impossible to increase the ‘produc- 
tion and collection of grain and the col- 
lection and delivery of fuel except by 
improving the position of the peasantry, 
by raising their productive forces.’’ 

In order to achiéve these various pur- 
poses, Lenin’s NEP restored freedom of 
trade within the country and revived 
a@ money economy; industry was decen- 
tralized; cooperatives were put on an 
independent basis; and concessions were 
made to the peasantry, to foreign 
capitalists, and to small private traders, 
In nearly every phase of economics and 
politics, moderation replaced the inflexible 
dogmatism that had characterized War 
Communism, | 


* * 


In many respects, the Chinese situa- 
tion in 1949 was not dissimilar to that 


industry, 


which had existed in Russia in 1920. 
The country as a whole had been’ drained 
by years of war—many more years than 
had been the case in Russia. There 
were extensive areas of famine; unemploy- 
ment was widespread; and in certain 
regions the peasantry was in revolt. 

In the light of these circumstances, 
Mao in June 1950 described Chinese 
Communist tasks for the next three years 
as follows: ‘‘Three conditions are 
required for the financial and economic 
situation to make a turn for the better— 
the completion of agrarian reform, the 
proper readjustment of existing industry 
and commerce, and large-scale economies 
and reduction in expenditure by govern- 
ment organizations.’’ 


The Agrarian Reform Law adopted by 
the Central People’s Government Council 
on June 28, 1950, lays down the following 
general principles: ‘‘The land owner- 
ship system of feudal exploitation by the 
landlord class shall be abolished, and the 
system of peasant land ownership shall be 
carried into effect in order to set free 
the rural produetive forces, develop 
agricultural production and pave the way 
for the industrialization of the new 
China.’’ Specifically, this means that the 
land, draught animals, farm implements 
and surplus grain of the landlords are to 
be confiscated and redistributed to poor 
peasants with little or no land and to 
those who lack other means of production. 
Landlords are to be given an equal share 


“¢so9 that they can rely on their own labor 


for a living and can reform themselves 
through labor’’, Agrarian reform coi- 
mittees organized ‘‘by the 
governments at county levels’’ are charged 
with directing and handling all matters 
concerning these reforms, while people’s 
courts with county jurisdiction are charged 
with bringing to justice all those who 
resist the Agrarian Law. 


Mao made clear, however, that agrarian 
reform must not be executed so rapidly 
as to inhibit rural production, With! 
the termination of the civil war on the 
mainland, he said, a situation had arisen 
that was totally different from that 
which had existed between 1946 and 1948. 
At that time the People’s Liberation 
Army had been locked in a life-and-death 
struggle with the Kuomintang, the issue 
had not been decided, and consequently 
it had been necessary to win poor-peasant 
support through redistribution of the land. 
But now, Mao pointed out, ‘‘...the 
government is able to help the poor 
peasants solve their difficulties by means 
of loans to balance up the disadvantage 
of having less land, Therefore, there 
should be ‘a change from the policy of 
requisitioning the surplus land and pro- 
perty of the rich peasants to one of pre- 


. serving. a rich peasant economy, in order 


to help the early restoration of produc- 
tion in the rural areas.’’ 


In the economic sphere, Mao called for 
unified planning to take into account ‘‘the 
interests of all sections’’ and to improve 
relations between public and _ private 
enterprises and between capital and labor. 
The task, according to Mao, is to effect 
a proper division of labor among the 
various economic components of Chinese 
society, facilitating their mutual coopera- 


- 


people’s - 
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tion and making certain that each -plays 
a correct role under the leadership of 
state-owned sectors of the economy, 
To accomplish this task, the Chinese Com- 
munist government is developing plans for 
the coordination of state-owned and 
private factories. A Committee of 
Financial and Economie Affairs will cen- 
tralize all orders for the processing of 
goods ordered by state-owned enterprises, 
government organs and the army, making 
allocations every six months. Periodical- 
ly, the government will announce which 
branches of industry are over-producing 
‘*so that the people will take warning 
and minimize the harmful effects of lack 
of planning’’.. The government will also 
purchase part of the products of agricul- 
ture and’ will ‘‘provide facilities for 
industrial goods which can be exported, 
but which are having difficulties’’. 
Private enterprises will be called upon to 
improve management methods and labor 
and capital relationships in an effort to 
solve alh difficulties jointly with the 
workers. The government will undertake 
unemployment relief at key points, 
organizing as many as possible of the 
unemployed to take part in- state and 
public works projects, 

In the commercial field, the Chinese 
Communists expect state-owned trading 
corporations to assume the responsibility 
for adjusting supply and demand, stabiliz- 
ing commodity prices, and assisting the 
people’s cooperatives. The government 
will seek to fix ‘‘an appropriate dif- 
ference between wholesale and retail prices 
and between prices in various areas’’. 
The range of this difference is intended 
‘to be such as to offer ‘‘appropriate 
profits’’ to retail merchants in distant 
places in order to facilitate the flow of 


trade and the recovery and expansion of. 


production, The government holds itself 
responsible for providing marketing and 
transportation facilities for private mer- 
chants in order to speed the interflow 
of goods between town and countryside. 


The reasoning behind Chinese Com- 
munist ‘‘unified planning’’ was explained 
in June 1950 by Ch’en Yun, Chairman of 
the Economic-Financial Committee of the 
State Administrative Council and Minis- 
ter of Heavy Industry. In industrially 
backward China, he said, it would be 
progressive and beneficial to the country 
and to the people for the national capit- 
alists to develop industry and invest in 
it for a long time to come. Therefore, 
‘‘The state allows private capital to con- 
duct commercial activities in order to 
develop the circulation of commodities. 
This is beneficial to both the state and 
the people. The People’s Government 
protects the interests of all capitalists 
who benefit the nation’s welfare and the 
people’s livelihood, Of. all components of 
the social economy, the state economy is 
the leading force,’’ 

In consonance with this policy of 
moderation in agriculture and industry, 
Mao urged the Party to unite with non- 
Communist ‘democratic personage,’’ 
helping them to solve problems in their 
work and overcoming any tendency ‘‘to 
exclude ourselves from them.’’ All ban- 
dits, spies, despots and other counter- 
revolutionary elements harmful to the peo- 


ple, he said, must be resolutely wiped 
out. But, even here, Mao urged ‘a policy 
‘*combining suppression and leniency’’ by 
punishing only the principal culprits and 
not bringing to book those who had been 
forced to become accomplices. | 


* * 


A comparison of this program with 
Lenin’s NEP reveals. similarities and 
differences on both the tactical and the 
strategic levels. 

Mao’s New Democracy, like the NEP, 
seeks ‘to stimulate rural production, but 
the motivations are different. | 
Russia, where Bolsheviks controlled the 
towns, Lenin’s NEP was primarily a con- 
cession to striking peasants in an effort 
to get them back to work. But in China, 
where Mao owes his rise to peasant sup- 
port, the current program is.qmore an 
attempt to put the towns to work and 
thus to facilitate industrialization and 
modernization, Mao, furthermore, is 
protecting landownership for the time 
being; Lenin was not. Mao plans to 
expand. capitalist enterprises; Lenin 
offered concessions to small private 
traders (and to foreigu capitalists) but 
not to native capitalists. Mao has ad- 
mitted non-Communist leaders into the 
People’s Republic, though not as leaders 
or even dummy leaders. : 

On the strategic level, Lenin’s NEP 
was a temporary retreat resulting from 
previous miscaleulations and errors, where- 
as Mao’s New Democracy represents a 
wide, carefully-prepared flanking and 
infiltration movement to capture capital- 


ist forces and use them for their ‘own 


overthrow, 


Fundamental to the New Demoeracy is 
the fact that its chass base is different 
from that of Lenin’s NEP. In Russia 
the Bolsheviks had a monopoly of power 
and rejected the possibility of sharing 
that power with the bourgeois classes. 
Chinese Communists regard the New De- 
mocracy, on the other hand, as a front 
or bloc of classes comprising the national 
bourgeoisie, the petty bourgeoisie, the 
peasantry, and the working’ class under 
proletarian and.Communist Party leader- 
ship. 

The reasons for this difference were 
stated in 1920 when the Second Congress 
of the Communist International made clear 
that countries like China, being victims 
of imperialist exploitation, could not 


‘undergo a socialist revolution -until the 


people had driven out their foreign op- 
pressors and had achieved an industrial 
development previously inhibited by their 
semi-colonial status. Consequently, the 
stage-by-stage progression toward social- 
ism and communism would not only take 
longer but would also follow a somewhat 
different course. During the early phases, 
Communist leadership would find coopera: 
tion with anti-imperialist bourgeois 
elements ‘‘useful,’’ while in the long run 
the Chinese masses, with help from the 
Soviet Union and from Communist parties 
in economically advanced capitalist coun- 
tries, could achieve Bolshevik socialism 
and eventually communism without pass- 
ing through the mature phases of capital. 
ist development. | 


For in. 


China’s New Democracy constitutes a 
transitional stage in this progression from 


\pre-capitalism to Bolshevik socialism and 


communism. In devising this program, 
“a Tse-tung borrowed liberally from 
un Yat-sen’s political concepts and in- 
stitutions, but, by placing them under 
Communist Party disclipine and control, 
he changed their nature, making them 
theoretically obedient to Bolshevik laws 
of revolutionary development. As a re- 
sult, the New Democracy not only is based 
on a different class relationship than was 
the NEP, but also contains q different 
body of political concepts and institutions, 
The general methods are the same, 
however, and go is the destina- 
tion. The dogmatic nature of the former 
has been described by Ch’en Po-ta, Vice- 
Head of the Information Department of 
the Central Committee of the Chinese 
Communist Party: ‘‘ Bolshevism has been 
victorious because it is a correct science | 
and represents the aspirations of man- 
kind. It has been victorious in Russia, 
in the countries of Hast Europe, in 
China, and will continue to be victorious 
in one country after another because no 
reactionary force (recognizes?) this re- 
As for the ultimate destination, the 
Chinese Communists have published no 
timetable for its achievement. In June 
1950 Mao estimated that about three 
years would be needed to complete cur- 
rent phases of agrarian reform, to read- 
just commerce and industry, and to ac: 
complish government economies, At some 
uspecified future date, ‘‘when the test of 
land reform are passed, the only remain- 
ing test—the test. of socialism, of carry- 
ing out socialist reform throughout the 


nation—will be passed easily.’’ 


This socialism should not be confused 
with social democracy. On the contrary, 
Chinese Communist theoreticians have — 
made clear that the people’s democracy 
and Bolshevik socialism are separate from 
and antagonistic to the principles of 
social democracy. ‘‘Our  party,’’ wrote 
Ch’en Po-ta, ‘‘is founded after the tradi- 
tions of Bolshevism and Lenin without 
the traditions of social democracy. .... 
This Bolshevism was forged through long 
struggle against social democracy, which 
betrayed Marxism and which advocated 
social reform, opposed social revolution, 
and cooperated with imperialism, and 
(this Bolshevism) is entirely in contradic- 
tion to social democracy.’’ 

It remains to be seen which, in the 
long run, are more significant—the simi- 


larities or the differences between 
the NEP and the New Democracy. 
It remains to be seen whe- 


ther Chinese Communist theory and in- 
stitutions will evolve increasingly after 
the Russian example, or whether’ the 
Chinese People’s Republic is the first 
step in a significantly new Communist 
development. In either case, it is worth 
noting that’ both the Chinese Communist 
Party and the world Communist move- 
ment cite the Chinese People’s Republic 
as a model which other economically 
backward nations in Asia must seek to 
emulate. 

In the words of Liu Shao-ch’i, Vice- 
President of the World Federation of 
Trade Unions, ‘‘The path taken by the 
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IMPEDIMENTS TO ECONOMIC 


PROGRESS IN INDONESIA 


H. de Meel 


On August 17, 1950, ienatiy five years 
after its original establishment, the Re- 
public of Indonesia underwent a third 
metamorphosis and attained a constitu- 
tional form that may well prove to be 
permanent. 1 Although its life expectancy 
is uncertain, there is reason to believe 
that the present Cabinet (or its succes- 
sor) should be able to relax what has 
amounted hitherto to unremitting concen- 
tration by the government on constitu- 
tional and political problems, and to de- 
vote much-needed attention to the task 
of national economic rehabilitation and 
development. In this sense, one may say 
that the period of political crisis is giv- 
- ing way to one in which economic con- 
siderations will be paramount, and that 
the nation’s role in world affairs will 
depend in large measure on how it formu- 
lates and executes its economic tasks, 


1 The first Republic, proclaimed shortly after 
the Japanese capitulation, had its capital at 


Jogjakarta and exercised authority over only cer- 


tain parts of Java and Sumatra. The Netherlnds 
contested its legitimacy, and few countries accord- 
ed it even de facto recognition. From the con- 
fusion of the ensuing years emerged the Republic 
of the United States of Indonesia (RUSI) on 
December 27, 1949, as a result of the Indonesian- 
Netherlands Round Table Conference at the 
Hague. Although this federal government, of 
which the Republic at Jogjakarata was a consti- 
tuent state, received wide international recog ni- 
tion, it was short-lived since the fact that it had 
been sponsored by the Netherlands sufficed to 
make it generally unacceptable to political leaders 
in Indonesia, the great majority of whom support- 
ed the proclamation of a unitary state by Presi- 
dent Sukarno in August 1950. The present Re- 
public of Indonesia is thus both an extension of 
the original Jogjakarta Republic and the legal 
successor of the RUSI. 


Chinese people in defeating imperialism 
and in founding the People’s Republic of 
China is the path that must be taken 
by the peoples of the various colonial and 
semi-colonial countries their fight 
for national independence and _ people’s 
democracy.’’ The Cominform supported 
this view. Quoting Liu Shao-ch’i, it 
cited India (suffering a ‘‘sham indepen- 
dence’’), Burma, Malaya, Indonesia, 
Vietnam, the Philippines and South 
Korea, laying down the same broad out- 
lines for their future development—armed 
struggle for national independence and 
establishment of a Communist-led people’s 
democracy. 

It would be a mistake to assume that 
Communist leaders expect Communist-led 
people’s republics in these countries to 
follow the precise example of China. For, 
just as the Chinese Communists have 
adapted a number of NEP principles to 
the peculiarities of the Chinese revolv- 
tion, so Communist leaders in’ other coun- 
tries will no doubt seek new adjustments 
to local problems, But despite local dif- 
ferences, each people’s republic—like the 
NEP and Mao’s New Demo¢éracy—will 
be designed as an instrument for the 
achievement of Bolshevik socialism and 
communism and eventual integration into 
a world-wide soviet body. 


Since the present article seeks to assess 
the economic program of the Indonesian 
government in the light of existing reali- 
ties, it can suitably begin with a review 
of the iatter. 

One reality which cannot be blinked is 
the fact that the average Indonesian 
consumes less now than he did before the 
war. In comparison with 1935-39° aver- 
ages, per-capita food consumption in 1948- 
49 attained the following percentage: 
rice, 87 per cent; maize, 78; cassava, 83; 
fats, 89; meat, 93; and fish, 69. Per- 
capita consumption in 1950 has probably 
been even lower (except in the case of 
rice, as @ result of larger imports), since 
production has remained at 1949 levels 
while the population has increased. Yet 
even the prewar diet, with a daily con- 
tent of only some 2,000 calories and few 
animal proteins, was inadequate for a 
laboring population, Average eonsump- 
tion per person of textiles, the second- 
most important item in the family bud- 
get, was estimated at 5.8 yards in 1949 
and 6.5 yards in 1950, or a good half of 
the prewar figure.. A comparable decline 
has marked the average per-capita con- 
sumption of most other commodities, with 
the possible exception of such ‘‘semi- 
luxuries’’ as factory-made 
shoes and margarine.2 

The picture in regard to production is 
more uneven, Total output of food in 
1950 is estimated to have been, at most, 
equal to the prewar level, although the 
population has probably increased by 
more than 10 million since 1937. 

The export of copra produced by small- 
holders reached a postwar peak in 1949 
of 315,000 ton, or 60 per cent of the 1937 


figure, but slumped to about 270,000 tons 


in 1950, Smallholders’ rubber output in 
1950 reached an all-time record of ap- 
proximately 430,000 tons, but it should 


be remembered that prewar production 


was sharply limited by international 
restrictions. As for other cash crops 
raised by small-holders—tea, coffee, pep- 
per, spices, ete.—export figures reveal 
that present output is only a fraction of 
that recorded before the war. 

While estate production rose between 
1946 and 1949, only rubber output came 


close to equaling the 1938 level (which, © 


however, had represented only 50 per 
cent of capacity because of prevailing 
restrictions). Calculated as percentages 
of 1938 figures, 1949 production of major 
items attained approximately these levels: 
palm oil, 56 per cent; tea and tobacco, 
26; coffee, 7; and sugar, 4, Totals for 
1950 were about the same, with tobacco 
and coffee increasing to 50 and 33 per 
eent, respectively, of 1938 exports. This 
unsatisfactory situation is attributable 


2 However, one small but by no means negligi- 
ble urban sector of the population that is far bet- 
ter off now than before the war is the new mid- 
dle class of public servants and merchants, whose 
previous standard of living- was generally low. 
In view of the lower over-all consumption, this 
development indicates that the distance between 
rich and poor has increased. 


cigarettes, 


mainly to such factors as lack of public 
security, illegal occupation of estates, 
frequent strikes, inadequate personnel, 
and lack of foreign exchange for the pur- 
chase of reconstruction materials and 
equipment, 

The mining industry, on the other hand, 
has made a strong recovery. Yn 1949. 
output of tin exceeded and that of petro- 
leum approached average prewar totals. 
Any further expansion, however, will de- 
pend on the settlement of existing labor 
difficulties. 

In the manufacturing field which, 
though it was developing rapidly just be- 
fore the war, never employed more than 
12 per cent of the laboring population, 
present output is some 60 per cent of the 
prewar total. Moreover, although the 
manufacture of certain items (electric- 
light bulbs, bicycles, sarongs, soap and 
margarine ) ‘has reached new highs, output 
as a whole is not rising, largely ‘because 
of labor disputes and shortages of raw 
materials. 

The rehabilitation of transportation 
facilities, which affects all other econo- 
mic activities, has been proceeding but 
far too slowly. Shortages of automotive 
and railway equipment have been 
chronic, and the condition both of high- 
ways and of railways continues to hamper 
rather than to favor reconstruction, — 

As has been the case elsewhere, and 
particularly in Southeast Asia, inflation | 
has prevailed in Indonesia since the out- 
break of the Pacific war. By and large, 
consumer goods in Jakarta in November 
1950 were about 20 times more expen- 
sive than before the war.3 At present 
the chief inflationary factor is the huge 
deficits in the government budgets; bank 
credits to private individuals and_busi- 
ness are relatively insignificant. In 
March 1950 the government sought to 
check the inflation by reducing’ the 


amount of currency in circulation through 


a drastic measure that need not be 
described here, but since it continued 
to finance is deficits by printing in- 
creasing amount of banknotes, the effect 
of its action was short-lived.4 Yet, if 
the government had not taken’ such 
action, prices would probably have risen 
more rapidly and much farther than in 
fact they did. 


3 This is a general, approximate figure only. 
Thus, textiles in most Javanese villages are 40 
times what they were in 1939. The price of rice 
in East Java is about 10 times higher than before 
the war, while in’ West Borneo it is 30 times 
higher. Since 1946 the prices of consumer goods 
have moved upward, though not without certain 
short-term fluctuations. 


4 Currency in circulation (including bank de- 
posits) was approximately as follows (in billion 
rupiah) : 

Date Total 
1938 March 0.4 
1948 March 3.7 
1949 March 3.1 Sept. 30 4.0t 
1950 Mareh 15 4.1 Dec. 30 4.7** 

*Author’s estimate, differing considerably from 
official figures because of the presumption that 
a total of 1.6 billion was immediately withdrawn 
from circulation. 

yOf which, currency in circulation totaled 2.1 
billion, and deposits 1.3 billion. 

{Currency in circulation, 2.382 billion; deposits 
estimated at 1.6 billion. 

**Currency in circulation estimated at 2.8 
billion, and deposits at 1.9 billion. 


Date Total 


1950 March 30 2.5* 
June 30 3.47 


1951 


Public finance in Indonesia has both 
affected and reflected the inflationary 
situation. The goverment’s internal debt 
totaled 4,542 million rupiah on Novem- 
ber 29, 1950, as against 3,400 million 
on March, 15, 1950, and 2,800 million on 
December 31, 1949. Its externanl debt 
was 1,343 million on November 29, 1950. 
The deficit in the 1950 budget is esti- 
mated at 1.4 billion rupiah—that is. 
halfway between the deficits for 1948 
(1.5 billion) and for 1949 (1.3 billion). 
In view of the diminishing purchasing 
power of the rupiah (which is one of the 
causes of the higher expenditures—3.9 
billion rupiah in 1949, and 8,4 billion in 
1950), the size of this deficit is not 


alarming but, under the circumstances, 


cause for some _ satisfaction. At the 
same time, it should be noted that ex- 
ternal factors over which the governinent 
has no_ econtrol—skyrocketing rubber 
prices, for example—are contributing 
significantly to increased government re- 
venues (from export duties and certifi- 
eates and the like). ' 

The balance-of-payments position of 
Indonesia has improved appreciably since 
the devaluation of the rupiah for foreign- 
exchange purposes in March 1950, which 
stimulated exports and reduced imports, 
It is probable, however, that price in- 
creases in several major export commo- 
dities, notably rubber, caused by rearma- 
ment programs abroad, have been more 
instrumental than the government’s cur- 
rency-devaluation scheme in improving 
the balance-of-payments position. An 
optimistic view of this improvement 
seems premature in the light of curre:t 
low levels of domestic production.5 

Low as it was before the war, the pro- 
ductivity of Indonesian labor is falling 
steadily. In the case of agriculture, this 
decline is due largely to social unrest, 
neglect of irrigation works and increas- 
ing population pressure on the land. In 
estate and manufacturing industries, it is 
due mainly to strikes, shorter working 
hours and slow rehabilitation of capital 
equipment. 

As for domestic savings, they have 
never been important in the Indonesian 
economy. The ordinary peasant living 
in and for the present, is not savings- 
minded and, in any case, is too poor to 
lay aside anything beyond a few goins 
and trinkets which he prefers to hoard 
rather than to invest, And since con- 
ditions are worse now than they were 
before the war, the amount of savings 
available is even less significant. 

Another factor bearing upon _ the 
economic situation is that of population. 
In the 1930s the annual net increase was 
estimated at about one million persons, 
There has been no census since then, 
but a recent estimate places the total 
population as of the end of 1950 at 76 


5 Moreover, the relatively favorable trading 
terms that have prevailed since the outbreak of 
the Korean war are likely to disappear under the 
impact of the higher prices for imports .that may 
be expected as part of the same development. 

It may be noted that, apart from a recent 
bullion purchase of U.S.$20 million in the United 
States, Indonesia has not earmarked part of its 
record export earnings as a reserve against less 
favorable future periods, as New Zealand, for 
instance, has done in the case of its revenue from 
current boom sales of wool. 


‘and 71 million in 1940. 
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61 million in 1930 
Since, as a re- 
sult of soil erosion, destruction of such 


million, as against 


productive equipment as irrigation 
works, deterioration in transportation 
and communications facilities, and 


general social unrest, the capacity of the 
country to feed even its prewar popula- 
tion on a marginal standard has de- 
creased, and mortality rates are certain 
to have risen in the past decade. Be- 
cause the birth rate has probably altered 
little in the same period, it follows that 
the rate of population increase is lower 
now than it was before the war. This 
reduction has been due to the operation 
of the Malthusian checks—misery and 
crime, Welfare measures will tend to 
remove these checks and thus to accelerate 
the population increase. 

To recapitulate, using the years 1940, 


1945 and 1949 as markers, it may be said 
that, in comparison with the first year, 
1945 represented a grave deterioration in 
every economic field, The next four 
years witnessed a recovery, though this 
was not reflected in every area of the 
country or in all economic activities and 
was in general retarded by political un- 
rest. Since 1949 the trend has either 
leveled off (as in agricultural and manu- 
facturing production) or slumped (as in 
labor productivity and all major exports 
except rubber). On the credit side of 
the ledger may be listed the govern- 
ment’s relatively sound financial and 


-monetary policies and its increased in- 


come, the receipt of loans from _ the 
Netherlands and the United States 
Export-Import Bank, the _ high prices 
fetched by the country’s main export 
commodities, and the support extended 


, > 


Ay gen Butt 
. 


bat ay 


Swire. Passage; call 56260, Fro ght, call SB 


a 


CH 


<0 
a 
aP 
» 
| wer” {0 qo 
| 
| 
=f, the THY rific/ 


208 FAR EASTERN ECONOMIC REVIEW August 16 
in Parliament to the Mohammed Natsir agricultural export products and for tion of labor disputes compulsory 
Government, which took office on Sept- improvement of communications and (severely punishing whoever flouts its 
ember 6, 1950. transportation facilities. It recognizes decisions), introduces longer working 

| the basic obstacles to production — hours and institutes an incentive wage 
pert Fa namely, lack of technical personnel, system based on individual performance, 


Perhaps the best way of discovering 
how the present government proposes to 
deal with the economic situation is to 
examine the program which the Prime 
Minister outlined in Parliament on Sept- 
ember 21, 1950, and which a large 
majority of that body approved. It goes 
without saying that the policy declara- 
tion of a new government tends to be 
neither fully systematic nor carefully in- 
tegrated, since it is probably the pro- 
duct of hasty formulation, represents a 
compromise among the different parties 
in the cabinet, and takes into considera- 
tion the diverse views espoused in Par- 
liament. Nevertheless, study of the 
economic section of the Natsir statement 
reveals certain fundamental objectives, 
which may be stated in simplest form 
as follows: (1) general improvement in 
living standards; (2) more equitable dis- 
tribution of national income among 
various social classes, involving in parti- 
cular a strengthening of the largest and 
weakest group, the peasants; (3) wider 
popular participation in national econo- 
mic activities; and (4) achievement of a 
stabler economy through diminishing de- 
pendence on incidental factors abroad. 

To achieve these aims, the govern- 
ment advocates: diversification of 
agrarian production and expansion of 
industrial output; development of popu- 
lar, economic organizations, particularly 
cooperatives and credit institutions; for- 
mation of investment capital through 
mass savings—in short, a much wider 
popular involvement in production and 
consumption. The bulk of the Natsir 
statement is, quite properly, concerned 
with the means of raising the Indonesian 
standard of living through increased pro- 
duction for both domestic consumption 
and export. Such production is contin- 
gent on the prior achievement of: (1) 
sound monetary and fiscal policies, in- 
volving anti-inflationary measures and 
government economies wherever possible 
(although a balanced budget is regarded 
as being out of reach for some years to 
come); (2) a more efficient government 
administration, involving rationalization 
of the civil and miltary services through 
reclassification and retraining of office- 
holders and large-seale demobilization of 
the military forces; (3) restoration of 
public order, involving the cooperation of 
all ministries in the cabinet; and (4) 
more and harder work on the part of 
everyone and a halt to labor disputes, 
to which end legislation governing trade 
unions, minimum wages and factory in- 
spection should be. introduced. 

Certain portions of the Natsir state- 
ment indicate the direction in which 
production is to be expanded or other 
action taken, It suggests that assist- 
ance should be provided first to indus- 
tries that produce goods necessary to the 
popular welfare (e.g., textiles, agricul- 
tural equipment, household utensils) or 
that contribute to the export trade 
(rubber or copra-processing units and the 
like). It calls for the diversification of 


capital and organization—and urges the 
retention of foreign experts now in Indo- 
nesia, the attraction of others from 
abroad, and the education and training 
of Indonesians. With respect to the 
need for foreign capital, the government 
proposes to study, in anticipation of 
future legislation on the _ subject, the 
area and conditions of investment that 
should be offered such capital, keeping 
in mind the necessity for attractive 
terms, The Natsir’ statement makes no 
explicit reference’ to the degree of direc- 
tion that it intends to impose on the 
national economy, yet the preceding re- 
marks indicate that some direction will 
be exercised, and the government has 
announced its intention of creating a 
State Planning Board. Nothing is said 
about nationalization of industries,  al- 
though the Constitution authorizes state 
control or operation of those that are 
regarded as basic or otherwise important; 
but the present government clearly plans 
to leave room for free enterprise... The 
latter intention should occasion no sur- 
prise, since the present Minister of Trade 
and industry, Dr. Sumitro, who is mainly 
responsible for the economic program of 
the government, received a thorough eco- 
nomic training in Holland and is known 
to have a realistic and matter-of-fact 
approach to problems falling within his 
purview. | 


* * * 


Although the relative emphasis ac- 
corded each point might differ,. the 
four general aims of the: Natsir Govern- 
ment noted above would probably be 
acceptable to any Indonesian  govern- 
ment holding otfice in the present situa- 
tion. The question, then, is whether the 
Natsir program is cunsistent in its several 


parts and adequate m general to achieve. 


its stated ends. Nearly all of its ele- 
ments are sound in themselves; the 
principal shortcomings lie in the relative 
emphasis accorded each proposed mea- 
sure, 
Wholly insufficient stress is laid, for 
example, on the need for the promptest 
possible restoration of law and order. A 
government that deems it impolitic to 


invoke the most drastic measures 
against disturbers of public order 
(extending even to summary trial 


and, where warranted, execution of all 
persons apprehended in acts of violence) 
is simply too weak to survive, 

As for an improvement in administra: 
tive efficiency, President Sukarno’s an- 
nouncement in February 1950 that about 
half of the 500,000 persons then in the 
government employ would be dischargel 
has not been implemented. The Natsir 
statement does not even mention the 
necessity for such a wholesale discharge 
of civil servants. 

Exhortations to labor to work harder 
and longer and to forgo strikes and 
slow-downs are unavailing under present 
conditions, Increased production can be 
achieved only if the government out- 
laws strikes, makes government media- 


In this respect, Indonesia cannot afford 
to model its procedures on those of a 
wealthy country such as the United 
States, but should look for guidance to 
a relatively under-developed country like 
the Soviet Union. 

Nor does the Natsir statement devote 
particular attention to that basic pre- 
requisite for higher living standards, 
namely, increased labor — productivity. 
Since nearly 70 per cent of the laboring 
population in Indonesia derives its live- 
lihood from small-scale agriculture, the 
main task is to modernize smallholders’ 
output of food and export items so that 
fewer persons may produce more, For 
the agricultural laborer thus rendered 
surplus, a livelihood must be _ provided 
in other economic activities. New 
means of subsistence must be found also 
for the 400,000 workers whom the in- 
exorable population increase adds to the 
national labor reservoir each year. Since 
most of these additional workers will 
have to be absorbed by manufacturing 
industry, large-scale industrialization, 
eoncentrating almost exclusively on. pro- 
duction for the domestic market, will be 
necessary, And because the power to pur- 
chase industrial goods must be created by 
an increase in agricultural labor  pro- 
ductivity, the tempo of industrial ex- 
pansion must’ be geared closely to that 
of agricultural modernization. This 
governing principle of production, in- 
dispensable to the achievement of a 
higher, over-all living standard, is ignored 
in the Natsir statement. In the same 
way, the statement does not adequately 
emphasize the need for vast amounts of 
foreign capital and for numerous foreign 
technical advisers to assist in the mo-. 
dernization of agriculture and _large- 
scale industialization. 

One important factor that is complete- 

ly negiected is the population problem, 
A welfare policy that does not include 
a strenuous effort to popularize birth- 
control measures is pointless. Very pro- 
bably the government recognizes this 
fact, but either cannot afford or lacks 
the courage to introduce a policy im 
respect of which public opinion is un- 
prepared or even hostile. The further 
failure to note the need for redistribu- 
tion of the population over the archi- 
pelago is probably only accidental, since 
the problem of migration from Java to 
the Outer Islands is known to be en- 
gaging the full attention of the govern- 
ment, 
All in all, the economic program of the 
Natsir Government, as revealed in the 
statement under discussion, exhibits 
several serious defects which, however, 
represent not so much inconsistencies or 
impracticalities as omissions and  im-. 
proper emphases. Basically the plan is 
sound, and its accomplishment would 
constitute a major step toward the goal 
of fuller economic development. 


* * * 


Unfortunately, the odds against its_ 


| 
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accomplishment are extremely long, In 
Indonesia a declaration of policy by the 
government is of only limited importance 
inasmuch as the gulf between intentions 
and actions is enormous and will remain 
so in the foreseeable future. The crux 
of the problem is that there is little like- 
fihood of the establishment of the essen- 
tial foundation (represented, as noted 
above, by sound monetary and fiscal 
policies, more efficient government ad- 
ministration, restoration of public order, 
and increased productivity) no matter 


_ how vigorously the government may seek 


its economic objectives. Certain of the 
impediments standing in the way of the 
achievement of these basic conditions 
are so deep rooted that decades, or even 
generations, will be required to overcome 
them. : 

Thus, sound monetary and financial 
policies can, it is true, be established 
relatively easily by government fiat, 
but they cannot be’ sustained in the 
absence of public order and an efficient 
administration, which are unattainable 
unless the authority of the government 
is accepted and supported throughout 
the country. 


Of all the various factors limiting the 
geographical reach of the authority of the 
central government, the most important 
is, and will probably continue to be, the 
existence of deep-seated regional differ- 
ences. The recent establishment of a 


unitary state in Indonesia should be view- | 


ed as basically the product of a psycholo- 
gical reaction, dictated by political senti- 
ments, against the Netherlands-sponsored 
scheme for a ‘‘Federal Indonesia.’’ Very 
real differences exist among the various 
regions of the archipelago in respect of 
language, race, level of development and 
so forth. A national sentiment, in the 
proper sense of the term, is spreading, 
but thus far it has affected only a re- 
latively small group of intellectuals. The 
mere proclamation of a unitary state did 
not remove the regional divergencies, 
and it would be naive to imagine that 
a cohesive national state could be created 
out of such heterogeneous elements by a 
stroke of the pen. The refusal of Achin 
to be absorbed into the province of 
Sumatra, the lack of reports from some 
other parts of the same island, the diffi- 
culties experienced in South Borneo, the 
unrest in South Celebes and Bali, and, in 
a sense, the Ambonese problem anl the 
chronic troubles affecting parts of Java 
—all of these difficulties may have special 
and temporary causes, but at the same 
time they are symptomatic of the lack 
of political unity in Indonesia. The erec- 
tion of a strong central authority, so 
necessary and desirable, can take place 
only after decades or’ generations of 
popular political education—or in a police 
state.6 


6 Although the existence of strong provincial 
governments will help to provide authority, pro- 
vincial autonomy is likely to prove both expensive 
and inefficient, particularly in view of the lack 
of capable civil servants. Moreover, 
slightest ‘‘interference” by the central govern- 
ment—such as, for example, appointment of 
Javanese to official posts outside Java—might 
be unacceptable to over-excited partisans of 
regional independence. 


even the 
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The moral authority of the government 
—its claim to represent the political de- 


sires of the majority of the population— . 


is very feeble indeed, After all, not only 
are most Indonesians illiterate; in addi- 
tion, the parliamentary system of gov- 
ernment is beth new to them and alien to 
their political experience. Anyone who 
realizes that, even in European and Amer- 
ican countries with long-standing parlia- 
mentary traditions, representative as- 
semblies are often pre-eminent for needless 
talk, false notions and ignorance, will 
not "expect the system to work in Indo- 
nesia. 

The system of political parties in the 
Republic, for example, has all of the 
drawbacks and none of the advantages of 
the Western system, on which it is 
modeled. The number of political parties 
must run into the hundreds, since more 
than a hundred put forward candidates 
recently in a minor municipal election, 
Most of the parties have merely local 
Significance,and several exist only on 
paper. Even the major parties, some ten 
in number, lack clear and definite pro- 


LIVINGSTON & 


grams. Sometimes the same names ap- 
pear in the executives of different parties, | 

and intra-party controversies are common. 
Party discipline is practically unknown. 

Contrary to expectation, the present 
Government, whose program was much cri- 
ticized even by the parties that had been 
responsible for the formation of the 
Cabinet, received a decisive vote of con- 
fidence in Parliament. There is no as- 
sirance, however, that Parliament will 
not divide in a radically different fashion 
when confronted with any future, possibly 
unimportant, business, A stable govern- 
ment can be hoped for only if there 
emerge leaders commanding sufficient 
traditional or personal prestige to assure 
it moral authority. 

An important social prerequisite for the 
proper functioning of the Western-style 
democratic system is the presence of an 
at least moderately well-to-do working 
class and, especially, of a large and stable 
middle class, neither of which exists in 
Indonesia. Would it be revolutionary to 
assert that the Western system of poli- 
tical democracy is unsuited to Indonesia 
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in its present stage of development? An 
enlightened autocracy, based on firm dis- 
cipline and a rigid hierarchical organiza- 
tion, would probably be far better fitted 
to actual conditions and hence much 
more workable. Unfortunately, Indo- 
nesia has been exposed perhaps too long 
to the myth of absolute standards in 
political organization. 

As far as the economic program is con- 
cerned, the restoration of law and order 
clearly does not depend wholly on gov- 
ernment action, though a firm stand by 
the government would doubtless improve 
the situation. Very possibly the activi- 
ties of mutinous elements of the former 
Netherlands Indies Army or of the Re- 
publican army can be put down, But if 
economic conditions continue as they are, 
it will be much more difficult to clean out 
the bandit gangs, many of whose mem- 
bers do not know how to earn an honest 
living.? Furthermore, the problem of Mos- 
lem extremism, exemplified by the Dar 
ul-Islam movement, is deep rooted, and 
its solution by arms in the near future 
seems unlikely, As for Communist-spon- 
sored difficulties, foreign inspiration will 
certainly aggravate their effects as time 
goes on. 

The obvious need for increased labor 
productivity that has been referred to is 
another element in the government’s eco- 
nomic program over which it has only 
limited control. Most of the population— 
that is, the peasants—continue to work 
regardless of outside influences, but are 
disinclined to work harder or to alter 
traditional methods in any other respect. 
The important minority of the population 
that is educated or has consciously fought 
for national independence should set an 


example through more strenuous efforts to 


achieve a better living standard for all. 
In fact, the exact opposite is occurring. 
Many of these groups seem to have ex- 
pected the advent of independence to 
usher in an era of higher incomes in 
return for less work, Work for Western 
enterprises is particularly unpopular since 
they are generally regarded as the last 
stronghold of colonialism; and strikes are 
becoming more frequent. Here is the 
most fertile field for Communist efforts 
to promote destruction and chaos, and it 
is not surprising that the young trade 
unions are almost wholly Communist in 
leadership, or that they enthusiastically 
support the most unreasonable demands 
for higher wages, shorter working hours, 
more holidays, better living conditions, 
and so forth, The situation in Indonesia is 
very promising for the success of these 
tried-and-true tactics: whenever a strike 


7 In a certain measure, criminality and public 
disturbances are a normal consequence of war 
and not peculiar to Indonesia. Many youths 
who, during the years in which ordinarily they 
would have gone to school, learned only how 
to use weapons to gain a living at the expense 
of others, are unenthusiastic about adapting 
themselves to a peaceful role in society. Ideo- 
logical considerations normally play a minor 
part in the activities of most [Indonesian gangs ; 
members of one group do not hesitate to join 
another one if doing so appears advantageous. 

By and large, the only way to combat public 
disorder and oriminality effectively will be to 
improve economic conditions. Since it is ques- 
tionable, however, whether such improvement 
is possible while these disturbances continue, 
the problem is an extremely difficult one. 


misfires and proves directly harmful to 
the workers, they naturally blame the 


government or foreign interests, not their | 


own leaders. 

The attraction of Communist slogans 
for poor and mostly illiterate labor is 
strong, and there is little with which 
the government can counter it. That 
Communist tactics will depress living 
standards is indubitable, but hardly cre- 
dible to those most concerned, The best 
way for the government to cope with 
this enfortunate situation would be to en- 
force longer working hours, prohibit 


strikes and fix wages on some equitable © 


basis. Such measures are adopted not 
only by a communist government as soon 
as it is in a position to function as a 
constructive force (as in China), but also 
by democratic governments in time of 
war, And do not the extreme poverty 
of Indonesia and the threat that destruc- 
tive forces will intensify that poverty 
constitute an emergency comparable to a 
state of war? 

Finally, with respeet to the need to at- 
tract foreign capital and technical assis- 
tance to Indonesia, lack of confidence 
abroad will not be overcome easily, if 
at all. A guarantee of the maintenance 
of law and order is regarded by foreign 
interests as a pre-condition for investment 
in Indonesia, Yet any government offer 
of favorable conditions and adequate guar- 
antees to foreign investment eapital 
would encounter strong domestic opposi- 
tion because most of the politically active 
groups have not the slightest comprehen- 
sion of economics and are, moreover, con- 
vinced that the presence of foreigners and 
foreign capital in Indonesia will invite 
a return of colonial abuses. It is some- 
what ironical that, in order to gain an 
adequate share of those two scarce factors 
of production—capital and management— 
Indonesia will have to offer more attrac- 


tive conditions and prospects than other 


nuder-developed countries can provide. 

In summary, then, it may be said that 
the impediments to economic progress in 
Indonesia are sufficiently numerous and 
grave to restrict future development 
seriously. The outcome of the present 
world situation will strongly influence 
the Indonesian economic scene. The Re- 
publie will not be able to secure capital 
or technicians from the countries aligned 
with Russia, including China, since these 
have pressing needs of their own; yet 
without foreign assistance it will remain 
impoverished for generations to come, On 
the other hand, it will need a strong 
government,8 armed with ‘‘emergency 
powers,’’ more on the Tito or Mao pat- 
tern than on that of the Western de- 
moeracies if it is to achieve stability, 
control corruption, 
popular policies such as attracting West- 
ern capital and experts on a large scale. 

It remains to be seen whether present 
world controversies will permit a solution 
of this paradox, and whether Indonesia 
will receive the opportunity and display 
the strength to preserve human dignity 
by temporarily restricting individual 
liberty, 


8 The Mohammed Natsir Government resigned 
on March 20, 1951, on the ground that it no 
longer enjoyed the confidence of Parliament. 
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TRADE, INDUSTRY AND THE GENERAL 
ECONOMY OF INDONESIA 


The General Situation 

Present economic conditions still show 
the aftermath of the Second World War 
anl the subsequent Struggle for Indepen- 
dence, In many areas, the production of 
food is still insufficient for the needs of 
the locality; communications are still dis- 
rupted and inadequate; conditions of em- 
ployment are unsatisfactory; the supply 
of consumer’s good is still short, partly 
the result of the imperfect machinery of 
distribution, 


A more favourable development in 
Indonesia’s economic relations with for- 
eign countries is, during recent months, 
fortunately noticeable. This was partly 
due to the monetary and foreign exchange 
measures introduced in March 1950, and 
partly the result of the rise of the price 
of export products in the world market. 


Serious apprehensions with regard to 


Indonesia’s future economic prospects are 
caused by the following unfavourable 
factors: 


(a) the excessive amount of money 
still in circulation, mainly the result of 
the State’s financial requirements; 


(b) the high level of internal prices; 


(c) the increasing cost of living re- 
sulting in continuous wage increases; 

(d) the lack of a sound industrial or- 
ganization; 


(e) the unwieldiness of the Govern- 
ment machinery; 


(f) the disruption of the machinery of 
trade; 


(g) inadequate 


(h) unsatisfactory judicial conditions 
in several areas; 


(i) the shortage of electric power; 


(j) jthe scarcity of export personnel 
and the low efficiency of labour. 


Another drawback for industry is the 
insufficient supplies of raw materials. 
This shortage will be met through a 
larger volume of imports in the coming 
months, Other handicaps to production 
are labour shortages and labour disputes 
(higher wages, fewer working hours, 
lack of skilled labour). 


Production does not show an up-going 
line and industrial output is generally 
low, i.e. about 60% of the pre-war indus- 
trial output. 


Housing conditions are 
especially in the war-devastated areas, 


The transfer of the administration 
brought about a large-scale movement of 


inhabitants. The building of houses with. 
plain materials is not yet running smooth-. 


ly owing to the very high prices of those 


materials and transportation difficulties, 


1949, 


still bad, 


As stated just now, many enterprises 
have to face difficulties owing to lack of 
electric power. This is in the first place 
caused by the damaged condition of the 
Kalikonto Power Station in East Java, 
The overall capacity of the power gen- 
erating enterprises in 1940 was 171,000 
Kw and has dropped to 140,000 Kw in 
So the generators to 
work at top capacity to be able to fill the 
ever-increasing needs, | 


The Food Supply 


While the total population has increased 
from 66.7 million during the period of 
1935—39 to an estimated 70 millions in 
1950, the production of food has remained 
at the same level, and in some cases gone 
below that of pre-war years. This means 
the per individual the food supply has 
decreased. During the period of 1935—39, 
the following average annual supplies 


- were available per person: 90 kgs of rice, 


35 kgs of maize and 154 kgs of sweet 
potatoes. The corresponding figures are 
now respectively 82 kgs, 31 kgs and 120 
kgs. Through imports the supply of rice 


could be increased by 4 kgs per person. 


With other foodstuffs, the figures are 
resp, for fats 6.3 kgs and 5.5 kgs, for fish 
7.1 kgs and 5 kgs, for meat 4.4 kgs and 
3.2 kgs, Furthermore, the import of! fish 
which in pre-war years amounted to 2.4 
kgs per capita di annum, is now negli- 
gible. 


The factors which retard improvement 
of the food supply are the lack of secur- 
ity, neglect of the irrigation system, 
shortage of agricultural equipment and 
plowing cattle, and the disrupted agri- 
cultural information service. The un- 
favourable effects of the neglect of the 
research and experimental stations will 
also make themselves felt within a few 
years. Asa result of the low fishery out- 
put, the yarns necessary for the making 
of fish nets have become too expensive 


for the fishermen to buy, especially after 


the recent monetary measures, so that 
now they are using inferior fishing mate- 
rials, Consequently, it may be expected 


that the output of freshwater fisheries 


will fall from 175 million kgs in 1940 to 
160 million kgs in 1950. The output of 
sea fisheries in 1949 is estimated at 228 
million kgs, 


Textiles and Sundries 


Also the stock of Textiles and Sundries 
has not yet reached pre-war level, and 
prices thus remain very high. 

The stock of textiles is estimated at 50 
to 70% the pre-war stock, The people’s 
needs of textiles is estimated at 750 million 
meters per annum, or 10 meters per 
capita. Of the total amount, only 60 to 
70 million meters can be manufactured in 
Indonesia, or half the pre-war capacity. 


The stock of Sundries is in an even 
worse position. 


In the world market, the prices of 


textiles are 4 times the pre-war prices, 


In Indonesia, prices are about 20 times to 
the city-consumers. To the villagers far 
away from the larger centers, textiles and 
clothes now cost 30 to 50 times their pre- 
war prices. 


If we bear in mind that the smallhold- 
ers receive for their produce only about 
10 times the prices they got in 1942 and 
that in pre-war years they spent from 16 
to 15% of their income on clothes, the 
extent of their plight becomes obvious. 
Especially, as for the other necessities 
they must also pay from 20 to 30 times 
the pre-war prices, 


Only those smallholders growing pro- 
ducts suitable for export are a little better 
off. They are not lacking so much in 
money as in goods, of which there is far 
too few for them to buy. 


Export of Copra 


Among the smallholder’s products, 
copra and rubber deserve most attention. 
The output of copra in 1937 was estimated 
at 1,000,000 tons, and of this amount 560,- 
000 was for export, Copra export fell 
in 1949 to 308,000 tons, or to 60% of the 
1937 export. 


According to the preliminary figures 
supplied by the Copra Institute, the ex- 
port of copra in December 1950 amounted 
to 10,000 tons, against 23,503 tons the pre- 
vious month. This copra originated in 
East Indonesia and was exported mainly 
to Holland. (9,000 tons) and Switzerland 
(1,000 tons). The export in December 
was very low because of the effects of 
the shipping strike in Medan which had 
very serious repercussions in the other 
ports, 


COPRA EXPORT DURING 1946—1950 
(in metric tons) 


Total Annual 
Annual Monthly Export to 
Export Average Holland 
4,098 4,508 54,098 
152,639 12,719 115,990 
242,245 20,187 162,000 
308,285 25,690 179,229 


The Rubber Position 

Contrary to the Copra output, output of 
smallholder’s Rubber is far higher than 
the pre-war output, which was far be- 
neath the productive capacity owing to 
the existing rubber-restriction. In 1937, 
the smallholders output was 209,000 tons; 
in 1949, 246,000 tens, or an average month- 
ly output of 20,000 tons. During the first 
quarter of this year (1950), the average 
output remained about the same, but in 
May 1950 it reached a high of 39,000 tons, 
in June 52,000 tons, dropping to 43,000 
tons in June. 


According to the preliminary figures 
supplied by the Central Statistical Office, 
the total rubber export in November 1950 
amounted to 44,344 tons net, as against 
75,862 tons in October, 
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RUBBER EXPORT DURING 1938, 1948—1950 
(in metric tons) 
Total Export Monthly Average 


1960 (Jan.-Nov. ) 555,395 50,491 
Small- Average 
Estate holders Total Pri 
Rubber Rubbet Export New York 
per lb 
1950 
January 5,216 13,112 18,828.... $ 0.1833 
February 4,344 16,827 21,171 
March 7,444 35,078 42,522 
April 17,644 30,492 48,137.... $ 0.2851 
May 19,563 37,613 57,076 
June 14,292 49,709 64,001 
July 22,969 41,623 64,592.... $ 0.3910 
August 14,128 48,728 62,856 
September 10,430 46,076 56,506 
October 14,013 61,849 75,862.... $ @.5710 
November 12,900 31,444 44,344 
1950 
Jan./Nov. 142,943 412,452 655,395 


Internal and Export Prices 

Although the above in itself is hopeful, 
the price situation in general shows that 
the Indonesian national economy is 
fundamentally unhealthy. 


Rubbe Copra 
Unsmoked sheets Sun-dried 
per ton per ton 


Gest Price 3,000—6,000 R. 1,350 
Export price F.O.B. 
First half 1950 .. 


July 1950 


1,500 600 
2,840 720 


There are wide price differences be- 
tween the several producing centers of 
Indonesia, showing that trade and com- 
munications are far from perfect. The 
disparity between cost price and export 
price must be bridged by Inducement 
measures, 


Whether there wilk be a favourable de- 


velopment of! the estates industry, de- 
pends on the return of the enterprises to 
the estate-owners, greater security, the 
allocation of foreign exchange for the 
purchase of reconstruction materials, and 
better relations between workers and em- 


ployers. This complex of factors must 


stimulate capital investments in this 
country. We need capital badly at pre- 
sent. The hcoiding back of capital greatly 
impairs industrial development, 


It is very difficult to get a clear picture 
of the price situation. The Index Num- 


bers for Foodstuffs remain almost at the » 


same level as in 1949 up to the time of 
the monetary measures when the prices 
increased, 


At present prices are generally 15 to 
20 times higher than in the pre-war years. 
Prices of textiles are 20 times higher and 
prices of other necessities have increased 
to 15 times prices in 1938, 


Price ratios in the wholesale trade are 
entirely different. If we take into ac- 
count the increase of prices in the world 
Market and the influence of the foreign 
exchange certificates, it can be stated that 
the index number is 12,000 if we take 
1938 as basic at 100. 


The index figures of the retail prices 
of 19 kinds of foodstuffs in practically all 
Indonesia were higher in June than in 
March or in the same _ period in 1949. 
Prices of export products were also up 
due partly to the changes in the import 
and export regulations and the currency 
reform. The following figures will give 
a picture of the upward movement of 
prices taking 100 as the index of 1938: 


Export Products Foodstuffs in 


Estate Native Djakarta 
1950 1949 
December 1949 .. 373 452 
March 1950 .. 410 411 1,410 1,318 
June 4 876 971 1,542 1,142 


Conditions Outside Java 

Economic activities in Celebes, Borneo 
and the Lesser Sunda Isles are hampered 
by difficult communications with Java 
and between the islands themselves, It 
is therefore necessary that the Govern- 
ment participate more actively in the 
daily activities in these islands. There 
are not enough officials in those remote 
places; they, moreover, lack the “know- 
how” to run things; they. always hesitate 
to take independent decisions and prefer 
to wait fer decisions from the Central 


Government; with the result that econo-' 


mic activites in those islands are often 
hampered. 


Another urgent problem in those areas. 
is that of shipping inter-island as well as. 
local coastal navigation, Private Indo- 
nesian circles had shown great enthusiasm 
for the establishment of small shipping 
companies, so it is a pity that the Govern- 
ment adheres too rigidly to the regulation 
that the inter-island shipping communi- 
cations should belong 100% to the Gov- 


ernment and coastal shipping 60% to the 


government and the area. 


Agriculture is also being neglected. 
The great Sadang works in South Celebes 
are in disrepair and a proposal to buy 
two water pumps to convert thousands. 
of hectares of land into fertile lands had 
not made any progress. 


The farmers in Borneo prefer to work 
in the rubber plantations, neglecting en- 
tirely. the paddy production, Plans have 
existed for years to impolder thousands 

of hectares of land, but none of the plans 
have been carried out. 


The rice situation in Borneo is such 
that the Government has to take extra- 
ordinary measures. Cheap tocls and tex- 
tiles are being distributed to the farmers 
to persuade. them to return once again 
to the field. ~ 


_ The economic situation in Borneo is a 
kind of “madhouse”, 


Everyone works in 
the rubber plantation and other kinds of 
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activities are neglected. The harbour of 
Bandjarmasin alone exported in Septem- 
ber 7,000 tons of rubber which meant 
that some 50 million rupiahs were 
distributed among the population, The 
result is a tremendous local inflation. 


Rice costs R, 3.25 per kilogram, an eps 


65 cents and a chicken 15 rupiahs. In 
the Martapura area where golddust and 
diamonds are found, higher prices are 
paid for these minerals than in Java. | 


Trade is flourishing. Retail trade and 
middle class trade are largely in the 
hands of the Indonesian people and 
efforts were being made to gain a firm 
foothold in the field of export and im- 
port, Very little is noticeable in the 
field of industry. A textile factory situ- 
ated in Bandjarmasin merely works on 
a quarter of its capacity as such an in- 
dustry needed protective measures to be 


able to compete. The same thing hap- 


pened with the industry in Macassar and 
in Lombok, 


The harbours of Belawan, 
Tandjung Prick, Sourabaya, Manassar 
and Bandjarmasin are all having diffi- 
culties, ranging from disorders to lack 
of customs personnel, 


Owing to the international situation 
and the rising tendency of goods abroad, 
Indonesia must now import as many 
goods as possible. But she must also 
expert as much as possible to gain pro- 
fits from the good prices obtained by In- 
donesia’s export produces. The first con- 
dition for this is that the harbours in 
Indonesia are able to handle large quan- 
tities of goods. 


Promotion of National Economy 


On November 14, the Government an- 
nounced a number of preliminary mea- 
sures to promote the growth of the na- 
tional economy, They dealt with secur- 
ity deposits, payment facilities, price cal- 
culations, co-operatives, industry and the 
Copra Fund. The following is a sum- 
mary of the regulations: 


Security Deposits—Under a former re- 
gulation, a cash security of 500% of the 
declared value must be deposited by the 
sender when shipping goods within the 
Archipelago. Since November 20, this 
regulation has been nee with the 
following: 


Goods destined for inter-insular trans- 


port are now classified into three cate- 
gories: 


(a) World market goods — tin, tin ore, 
rubber, pepper, coffee, estate tea, 
palm oil, capok and livestock. A 
cash security of 150% of the declared 


pone must be deposited by the sen- 
er 


(b) Teakwood, copra, tobacco and. sugar 
can be transported on a permit issued 
by a representative of the Ministry 
of Trade and Industry, especially of 
the Co-operative Service, of the 
Trade Office or of the Service for 
the Organization of the People’s 
Economy, 


(c) Goods not falling under the above 
two categories may be transported 
without security or permit. 

* 


The large amount of security money 
which a sender had to deposit pre- 
viously brought many firms into finan- 
cial difficulties, and it was especially 
weak groups which suffered most. The 
new measures will facilitate inter-insular 
traffic and spur native shipping and 
small businesses into greater activity. In 
this way the economic activity of the 
people will receive a stimulus, which is 
the cardinal point of the Governments 
policy. 

Under the new regulation, 
permits are issued by the Bureau for 
Expert Affairs at destination and not at 
the port of shipment as was the case 
formerly. Goods are shipped to each 
destination accerding to monthly alloca- 
tions, which are based on the size of the 
population, the prewar import and the 
current production, 


These measures will prevent malafide | 


traders from selling their licenses and 
stimulate the activity of businesses situ- 
ated in smaller places. 

Payment Facilities——As a special pro- 
tection for the economically weak 
groups, the Government has decided to 
provide further payment facilities to im- 
porters including the socalled “Benteng” 
group, This measure is supplementary 
to the general regulation on easier pay- 
ment conditions, which stipulates that 
importers will pay the invoice and 
foreign exchange certificate value only 
after arrival of the shipping documents. 


‘The “benteng” group is a group of small 


capital importers for whom the Govern- 
ment has reserved special goods to deal 
in. 

The new payment regulation is as fol- 
lows: 

In opening a letter of credit, oie one- 
eighth of the invoice value is paid to the 
bank immediately. The balance of 
seven-eighths is paid after receipt of the 
shipping documents. The value of the 
foreign exchange certificate is paid 
within 14 months thereafter. 


A “benteng” importer cannot get these 


payment facilities unless he has a special 

permit from the Ministry of Trade and 

Industry. These facilities will enable an 

importer with a well-organized business 

but a small capital to operate. 

In granting credits the State Bank 
(Bank Negara) can for technical reasons 
ask for security, for which shipping docu- 
ments may be used. 

Copra Fund.—As from December 1, 
1950, the Copra Fund has been changed 
into a Foundation. Its task is to obtain 
the largest possible profit for the copra 
industry for the country and people and 
especially the copra-producing areas. 

The Foundation seeks to carry this out 
by: 

a, aiding co-operative associations 
which are trying to improve the lot 
of copra producers; 

b. rehabilitating the copra trade in the 
home-market; 


transport | 


c. enlarging the foreign market of Indo- 
nesian copra; 

d. assisting in the improvement of the 
copra industry; 

e. stimulating the development of 
copra-processing industries. 

The Institute has earmarked a sum of 
20 million rupiahs for the purpose, 

The Institute is managed. by a board of 
five directors, of whom one is the pre- 
sident. The board works under a Super- 
visory Council comprising a chairman 


-and at least four members. 


“Benteng”’ Goods, 
About 250 importers are included in 
the “Benteng” group, for which the 
Government has allocated about 65 mil- 
lion rupiahs in import license this year. 
Of the amount, 40 million rupiahs are for 
the import of. textiles, 12 million for 
weaving yarn and 7 million for 
goods. 


The following is a list of goods re- 
served for the “benteng’” group: . 

Textiles — dyed flannel, voile and half 
voile, dyed poplin, artificial silk, cotton 
velvet, wool, cotton suitings, weaving 
yarn, cotton. blankets, ready made 
dresses, towels, embroidery thread, and 
crochet needle. 


General stationery — adhesive tapes, 
paper staples, triangles and protractors. 

Sundry goods — singlets, cotton blan- 
kets, towels, matches, plates, cigarette 
paper, Kroon and Hindu pennibs, red/ 
blue pencils, paper clips, and drawing- 
pins. 

Provisions and Drinks — gin. 


New Foreign Industries in Indonesia. 


On his return from a trip abroad the 
Minister of Trade and Industry, Dr. 
Sumitro Djojohadikusumo, announced 
that as a result of discussions in the 
Netherlands and other European coun- 
tries he had concluded an agreement for 
the establishment of four new foreign 
industrial enterprises in Indonesia. 

The concerns which agreed to establish 
a branch in Indonesia were: 


(1) The “Nederlandse Draad en Kabel- 
fabriek” (Netherlands Wire 
Cable Factory), at Delft; 


(2) An unnamed Dutch bicycle factory; 

(3) A Dutch textile factory; 4 

(4) A Swedish paper mill, which is to 
manufacture paper for all purposes 
and will have a capacity of 50 tons 
per day. 

In all these cases 51% of the share 
capital will be official Indonesian, and 
49% Dutch, respectively Swedish. 


The Union Conference, 

According to Minister Sumitro, Indo- 
nesia can now, as a result of the second 
Union Conference, enter into direct 
commercial. relations with other Euro- 
pean countries, while the Netherlands 
still retains the possibility of maintain- 
ing her present position in the Indonesian 
economy, 

This new arrangement has both psy- 
chological and economic-political advan- 
tages. Because of this new  arrange- 
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‘ment, Holland can occupy a. privileged 
position in Indonesia only by virtue of 
her greater experience in these regions, 
by her greater knowledge of the markets 
and knowledge of the local situations, for 
by this arrangement we are no longer 
restrained from entering into trade rela- 
tions with other commercial nations, 

A technical advantage of the new ar- 
rangement is the participation of Indo- 
nesia in the European Payments Union, 
which at the same time strengthened 
Holland’s position in the payments union. 

Also, the Trade Agreement concluded 
at the Conference has for Indonesia cer- 
tain advantages, If, for instance, the 
agreed contingents of textiles could in- 
deed be realized by the Netherlands — 
and that depends, among other things, on 
the quantities of cotton which the 
Netherlands can lay their hands on at 
the present scarce raw materials market 
— then Indonesia will receive large 
quantities of textiles against competitive 
prices. Japanese textiles are cheaper, 
but apart from the quality the delivery 
period of Japanese textiles is very ir- 
regular while the Netherlands industry 
has guaranteed a reasonable period. 


The Problem of Raw Materials. 

The Government is at present consi- 
dering measures to stockpile import 
goods and raw materials needed in in- 
dustry, 

The discussion of these measures, 
_ which are at present taking place in the 
- Financial-Economic Council, was one of 
the main reasons of Minister Sumatra’s 
hurried return to Indonesia. Concrete 
measures are being considered both in 
the international political field and at 
the world goods markets in connection 
with the international situation. It is 


probable that one of the Ministers will 


be charged with the technical imple- 
mentation of the Government plan. This 
Minister would then be responsible for 
this “stockpiling,” besides his regular 
work, The creation of a special body as 
a Ministry of Supply is not under con- 
sideration. 

In consequence of the plans of the 
Government of the United States to act 
as “single buyer” of natural rubber — 
at the moment Indonesia’s most impor- 
tant export product — the entire prob- 
lem of supply of raw materials is at pre- 
sent under study by the Financial Eco- 
nomic Council. This Council is paying 
particular attention to the role Indonesia 
played in this supply. 

The Council is also considering the 
possibility and desirability to deliver a 
guaranteed quantity of rubber against 
a fixed price for a certain number of 
years, which plan would probably be 
— by the rubber consuming coun- 

es, 

As a result of the Truman-Attlee dis. 
cussions at Washington a “Supply and 
Allocation Board” for all countries of the 
Atlantic Pact will be created, to regulate 
the purchase and distribution of mate. 
rials, Indonesia is one of the countries 
which will probably be approached - on 
the question whether it would be willing 


to deliver materials to this Board and 
in what quantities, The Indonesian nn- 
swer to this request is still unknown 
because the problem is still under dis- 
cussion; furthermore, problems of inter- 
national politics are also involved. 

In the matter of whether Indonesia 
will directly sell to countries such as the 
Soviet Union and China if, under pres- 
sure of the United States, Britain would 
eventually stop selling rubber and tin 
from Malaya to these countries, it is 
authoritatively stated by Minister Sumi- 
tro that “as long as Indonesia pursues 
an independence policy, it retains in 
principle the right to sell to whoever it 
desires. Naturally, it depends on whe- 
ther we get paid for these export goads 
in currencies with which we can pur- 


chase import goods needed by Indonesia, 


In principle, however, we adhere to a 
policy of independence in the field of 
trade.” 


Technical Assistance. 

Washington recently that 
Indonesia is one of the countries which 
deserve consideration in the matter of 
American technical assistance under the 
regulations of the Point Four Progrmme 
for Under-Developed Areas “if Indo- 
nesia applies for such assistance,” This 
request will probably be made soon. 

At present there are 5 international 
bodies occupying themselves with the 
granting of technical assistance to Asiatic 
countries. First there is the United States 
directly; second, the United Nations 
via the ECAFE, third, the United 
States via the Point-Four Programme; 
fourth, the United States via the ECA; 
and fifth, the Commonwealth as part of 
the socalled Colombo-Plan, 

Some coordination must be brought 
about. The plans which must be pre- 
pared for the various organizations de- 
mand much time and work, but the 
granting of technical asgistance under 
auspices of the ECA in the field of 
modernizing small industries is already 
in an advanced stage. A representative 
of the ECA has already been in Indo- 
nesia for some time to work on this 
subject. 


Minister Sumitro on Indonesia’ s 

Economic Position. 

Comparing the economic situation in 
1950 with that of the preceding year, 
Minister Sumitro, on December 31, 1950, 
issued the following statement: 

“In drawing up our plans at the be- 
ginning of the New Year, we can make 
use of our experiences during the last 
year, and looking back, we can detect 
many mistakes which we should avoid 
during the coming year. 

“Tf we make up the balance for 1950, 
then there are certain aspects which 
point to economic progress, One of the 


most spectacular phenomenal is the fact 


that while we had a large import surplus 
at the end of 1949, we now have a large 
export surplus at the end of 1950. An 
import surplus meant that we had a 
shortage of foreign currency, that we had 
to restrict our import to the barest 
minimum, that we were not even able 


to pay for this minimum import and that. 
we had to receive support for this from 
abroad. 

“The situation 
Exports surpass imports, An increase 
of imports was possible, paying for a 
large share of our purchases with our 
own means. The improvement of our 
trade balance, which is positive now, has. 
also a favourable influence on our ba- 


lance of payment, and this is much more — 


favourable during 1949. 

“Despite these improvements, we can- 
not say that our economic situation is 
rosy, There are too many unfavourable 
aspects which we must not lose sight of 
in reviewing the economic situation. We 
should realize that we have been quite 
fortunate during the past year, The ever- 
mounting tension in the field of interna- 
tional politics caused almost over the 
whole terrain an increase of the prices 
of raw materials, Indonesia as one of the 
most important producers of raw mate- 
rials has profited largely from the 
increase of prices at the world markets. 
Our raw materials fetched handsome 
prices and we had no difficulty in export- 
ing our raw materials. This favourable 
situation is not to stay forever, however, 
A set-back is bound to appear within a 
certain period and we shall have to fight 
for markets for our raw materials. Our 
weakness will come to the fore when the 
prices fall off, 

“The production of raw materials ex- 
pressed in quantities has not made spec- 
tacular jumps in comparison with 1949. It 
would have been possible to reach a 


_ higher production, All sorts of! causes have 


hampered the production and the trans- 
portation of the raw materials. One of the 
bottlenecks is still the labour situation. 
Labour productivity is still a semblance 
of what it has been during the pre-war 
years and the number of strikes has un- 
favourably affected the production. It 
should be possible to surpass the 1950 
production by enhancing labour produc- 
tivity and lessening of! strikes. 

“Greater prosperity and a better dis- 
tribution of wealth is only possible if 
production is increased. Production in 
the field of agriculture, transportation, 
trade and industry should be stepped up 
as a means if achieving a higher standard 
of living. An increase of the standard of 
living loes not merely mean that the 
workers gets more money, but, more es- 
pecially, that he gets more goods for his 
wages, that he can satisfy other needs, 
and that he has the opportunity to de- 
velop himself. 

“Production is the only means which 
can cure Indonesia of its present ills. The 
increase of production means that the 
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prices will decrease and that the workers 
will be able to buy more goods with their 
money. There are so few people who rea- 
lize that the increase of production and 
more jobs will result in the decrease of 
lawlessness and the improvement of law 
and order. | 

“A new spirit must imbue the Indone- 
sian people and this new spirit will make 
it possible for the Indonesian people to 
find its way to happiness. We should not 
think in terms of war, but in terms of 
peace and production for the prosperity 
of our people.” 


President of Javasche Bank About 
Indonesia’s Future. 


Dr. A. Houwink, President of the Java 
Bank:— 

“Up to this moment, the picture of the 
Indonesian economy is not at all clear 
and. even, Favourable developments can 
be referred to, such as the improvement 
of the balance of payments (primarily a 
result of outside influences) and the in- 
creasing crystallization of a Government 
policy aiming at restoration of peace and 
order. But there are also less favourable 
symptoms, such as the level of Govern- 
ment expenditure. 

“Tt is of vital importance that the 
population of' Indonesia in all its layers. 
realizes the relation between the national 
income on the one hand, and its spending 
by way of own consumption, own invest- 
ment and transfer to the Government, on 
the other hand. Increase of the Govern- 
ment expenditure should be coupled with 
increase of the level of Government in- 
come. If not, the only way left to the 
Government under the present circum- 
stances in Indonesia is: creation of money 
which. indirectly but forcibly will de- 


crease the possibilities of consumption or 


investment for the population owing to 
an uncontrollable increase of prices. Car- 
rying the Government income to a higher 
level means that less money remains for 
own consumption and own investment of 
the income creating inhabitants, The con- 
struction of a defense apparatus in man- 
power and material, for instance, must 
demand sacrifices which must be borne 
in defense is given the highest priority. 
The same applies to all other Government 
activities: it is easy to formulate wishes 
and desires which are important indeed, 
but the possibilities of fulfilment ought 
to be weighed against the sacrifices to be 
made in other’ spheres for their 
realization. 

“A possibility for a justifiable increase 
of Government activities may, in princi- 
ple, be found in raising the national 
income, of which a greater part might 
be transferred to the Government without 
its interfering with the consumption and 
investment level of population. This 
means that, to a certain extent, it is in a 
nation’s own hands to support its Govern- 
ment by striving towards an increasing 
national income. This is attainable by 
concentration on devoted labour of all 
inhabitants, whether of foreign or of 
national origin, in all the fields of! eco- 
nomic activity, aiming at increasing the 
productivity of labour.” 


INDONESIA’S TRADE IN 1950 


The Import Trade. 

Excluding the cost of the foreign 
exchange certificates, the value of In- 
donesia’s imports reached a record figure 
of 350 in December 1950. This is based 
on the value of import licenses and on 
an index calculated on the basis of 100 
as the monthly average of 1949. 

The following figures give a complete 
picture of the volume of the Import Trade 
for the whole of 1950: 


IMPORTS IN 1950 


January 49% July 193% 
February 57% August 287% 
March 717% September 245% 
April 88% October 200% 
May 127% November 392% 
June 175% December 350% 


Annual Average for 1950: 175% 

The above figures are based on the 
value of the import and foreign exchange 
permits issued by the Central Import 
Office and do not include the cost of the 
foreign exchange certificates. 


The Export Trade. 
Generally, the export trade developed 


very favourable during the second half 
of 1950. The upward trend, which was 


recorded since the institution of the 
foreign exchange certificate system in 
March 1950, was practically maintained. 
In October, the value of goods exported 
reached a record figure of 445 but dropped 
to 195 as the year closed. This index is 
calculated on the basis of 100 as the 
monthly average for the second half of 


1949. Figures for the whole year show the | 


following: 
EXPORTS IN 1950 

January 148% July 185% 
February 68% August 
March 137% September 270% 
April 187% October 445% 
May 248% November 392% 
June 195% December 195% 


Annual Average for 1950: 231% 


The percentages mentioned above are 
arrived at by taking the value of the 
export contracts reported to the Bureau 


‘of Exports of the Ministry of Trade and 


Industry and by excluding the value of 
the foreign exchange certificates and of 
the export of petroleum and tin. 

It should be noted that the sharp in- 
crease in the export value. is caused, 
among cther things, by the prices of 
export products on the world market. 
The figures, however, give an indication 
of the trend of the export trade. 


Exports in November and December 1950. 

The November export figures do not 
give a correct picture of the export 
volume for the month as details of the 
export of petroleum and rubber from 
Palembang have not been taken in full. 
The November figures, based on pre- 
liminary estimates and including the ex- 
port of petroleum products, are given as 
229,209 tons valued at R. 299.5 million as 
against 749,700 tons valued at R. 346.9 mil- 
lion in October. , 

If we exclude the petroleum figures, 
Navember’s export will total 222,146 tons 
for R 228.5 million as against 213,570 
tons for R. 297.2 million in October. The 


1948 1040 11834 — 94 


figures show that the export of agricul- 
tural products has not dropped. A con- 
siderable fall in the export of native 
rubber, from 64,000 to 33,000 tons, should 
be ascribed to the absence of the Palem- 
bang figures. — 

After the figures have been revised, 
the export weight for eleven months of 
1950 will probably equal that for the 
whole of 1949. The export of agriculfural 
products for the same period exceeds the 
whole 1949 figures—it has passed the 2 
million mark. The total for 1949 was 
1,956,000 tons. The differences in value 
is naturally much larger. Excluding the 
cost of foreign exchange certificates, the | 
export value for 11 months of 1950 totals 
2,361 million rupiahs as against 1,478 mil- 
lion rupiahs for the whole of 1949. The 
export value of agricultural products is 
estimated to be double. 

The fall in the export trade in Decem- 
ber was due to the large number of holi- 
days during the month and to the usual 
drop in business activity in connection 
with the closing of yearly accounts, The 
Irian question, the proposed turnover tax, 
and the tense political situation in for- 
eign countries had also not failed to. make 
their influence felt. These factors caused 
great unrest, resulting in an earlier cur- 
tailment of business activity than was 
the case in previous years. To some ex- 
tent exporters were also adopting a wait 
and see attitude. 


EXPORTS DURING 1946—1950 
(Including Petro] and Petrol Products) 


Total Monthly Total Monthly 
Quantity Average Value Average 
(in 1000 kgs.) (in Rph. million) 
1946 355,128 29,594 154.7 12.9 
1947 1,216,049 101,337 346.6 28.9 
1948 65,185,315 432,109 1,040.4 86.7 
1949 7,648,906 637,409 1,477.6 123.1 
Jan./Nov. | 
1950 7,023,354 638,487 1,477.6 214.6 


EXPORTS DURING 1946—1950 | 
(Excluding Petrol and Petrol Products) 


Total Monthly Total Monthly 
Quantity Average Value Average 
(in 1000 kgs.) (in Rph. million) 
1946 152,740 12,728 148.9 
1947 445,102 37,092 284.4 23.7 
1948 1,335,818 111,318 780.4 65.0 
1949 1,956,638 163,053 1,065.3 88.0 
Jan./Nov. 
1950 2,065, 953 187,814 1,919.1 174.5 


Indonesia’s Balance of Trade 

The Balance of Trade of Indonesia has 
been negative in the postwar years, im- 
ports exceeding exports considerably. 


BALANCB OF TRADE IN 1948—1949 
(in Rph. millions) 
Exp. Imp. Balance Exp. Imp. Balance 
(Inch Petroleum ) (Excl. Petroleum) 
780 1052 — 402 
1949 1478 1574 — 96 1065 1454 — 389 
The Balance of Trade over the period 
January/October 1950 is positive. Accord- 
ing to estimates (not emanating from the 
Central Bureau of Statistics) the Balance 
of Trade over this period is as follows: 
BALANCE OF TRADE IN 1950 


Exp. Imp. Balance Exp. Imp. Balance 
(Inch. Petroleum) (Excl. Petroleum) 


Jan. /Oct. 
1950 2142 11382 -|-1010 1693 10383 —- 666 
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TRADE BETWEEN EAST ASIA AND 
SOUTH AFRICA IN 1950 


(By H. O. V. Jensen, Senior Trade Commissioner of Union of South Africa in 
| East Asia) 


Events in the East have shown very 
conclusively that ferment and confusion 
are not unfailingly fatal to lawful trade, 
provided that businessmen adapt their 
products and their methods to fit the 
rapid changes which are occurring in 
East Asia; for in a year of set-backs in 
China, with chaotic industry, communica- 
tions and trade, the importers and ex. 
porters of Hong Kong, for example, con- 
trived not only to increase that colony’s 
trade to £421 million, a rise of 48.6 per 
cent., but to sell to China 44 per cent. of 
their exports. 


Turmoil, therefore, in East Asia, whe- 
ther in the jungles of Malaya, the islands 
of Indonesia, or the land mass that is 
China, need not deter the South African 
exporter with goods to sell and ships to 
carry them, especially if he employs the 
safety device of the irrevocable letter 
of credit. But the goods must be quality 
wares, for it is a mistaken notion to think 
that anything is good enough for East 
Asia, and the prices, in order to be com- 
petitive, must be special export ones de- 
_ signed to wedge the South African pro- 
duct into a highly conservative and dis- 
cerning market where, once established, 
it will remain secure. Most important 
of all, the labels, on products requiring 
them, must suit not the European but the 
Asian, and especially the Chinese taste 
and temperament in such matters, be- 
cause the Chinese, almost everywhere, 
are the businessmen of East Asia. 
Greater use, too, in consonance with cur- 
rent events, should be made of the in- 
digenous agent whose advice on the 


colour and design of the label and on 


other requirements of this unfamiliar 
market should receive the serious atten- 
tion of the South African exporter, Sedu- 
lous study of this market and adaptive- 
ness to swift changes will lead to an 
emulation of Hong Kong’s success. 


Foodstuffs 

The two free ports of Singapore and 
Hong Kong take most of South Africa’s 
food shipments to East Asia whence 
they percolate by entrepot in split par- 
cels to Malaya, Thailand, Indonesia, 
North Borneo, China and Macao. 


Of the perishables, fresh fruit, notably 
oranges, Red Emperor and Almeria 
grapes, Kelsey plums and Packham’s 
Triumph pears are of such high repute 
and in such great demand that many 
times the present quantities would be 
snatched up by the eager consumer, were 
there ships to carry them. Fresh pork 
and bacon in experimental parcels have 


‘ had some success, but leaner cuts should 


be selected for a climate with almost 
perennial heat waves. Malaya is a good 
market for eggs in the shell. Irregularity 
of supply, however, and the slow trans- 


port from South Africa divert the de-. 


mand, during peak production in the 
southern hemisphere, to other sources 
of supply. Potatoes from the Union also 


have to compete with hardier but some- . 


what less palatable types from other 


sources. 


Canned, bottled, and packeted food- 
stuffs meet severe competition in Hong 
Kong which buys from anywhere, _in- 
cluding the United States. In Singapore, 
however, and in other parts of South- 


East Asia only small quantities of Ameri- 
can and Canadian packs filter in via 
Hong Kong. That South African canned 
foodstuffs have not yet gained universal 
appeal in this promising market is due 
very largely to their relatively high’ cost 
which prevents buyer and consumer alike 
from discovering the excellent qualities 
and merits of our products. Only the 
daring will occasionally pay the differ- 
ence, which is often as much as 33-1/3 
per cent, and 40 per cent., between the 
high-priced South African product and 
the low-priced product from other 
sources, even though the South African 
product may be superior in quality and 
pack. A period of scarcity, almost of 
absence, of American and Canadian 
packs should be an occasion for ensconc- 
ing the South African product firmly in 
a market where Chinese conservatism 
staves off the new until it has proved 
its worth and then, once it has done 
that, bestows on it a stubborn loyalty 
which can prove very profitable to 
the producer. But that has hitherto not 
been done, and if American and Cana- 
dian competition were shortly to re- 
turn, it would be too late. Nor has 


labelling, which is so very important in ~ 


this market, received the _  atten- 
tion necessary to consolidate the sale of 


our foodstuffs, since most South African — 


exporters have not yet grasped the 
effect which bright colours and living 
pictorial designs, truthfully and recog- 
nizably depicting the contents of a con- 
tainer, have upon an illiterate Chinese 
consumer. In East Asia the consumer 
buys by the label, and this important 
fact cannot be too strongly emphasized. 


As the poor man’s protein, canned pil- 
chards are in tremendous demand 
throughout nearly all East Asia, and 
there is no foreseeable limit to the 
quantity which the many millions of 
consumers would buy were it but pos- 
sible to satisfy the need. Interesting de- 
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velopments in the marketing of pilchards 
in 1950 were the introduction by a few 
packets of those brightly coloured, clear- 
ly designed labels which are so appeal- 
ing to the Chinese—though probably 


jarring to our own western taste—and 


the appointment of panels of agents, 
some of them wholly indigenous firms, 
to serve the interest of our packers in 
these Asian lands. Prices, held at de- 
sirable levels, ensured quick sales of 
all that the Union was able to export, 
especially as there was n6 other pro- 
duct which could compete with it on the 
grounds of quality. — 


Canned fruits from South Africa are 
in the main too expensively priced, and 


sales are always sluggish. One of them, 


however, namely canned grapes, became 
so popular in 1930 that many times the 
volume shipped could have been swal- 
lowed by the insatiable demand. 
price, a poor man’s one, was reasonable; 
the quality, a rich man’s one, conformed 
alike to the high standards which our 
country sets up and to the palates of 
Chinese, Malays, Indians and Siamese. 
Unfortunately it may no longer be pos- 
Sible to export this saleable variety since 
the tinplate, which clothes it, is now in 
Short supply. Fruit salad experienced 
the general complaint of pippiness caused 
by inclusion of the flavoursome but 
stoney guava. 


Canned peas, a popular item in Chinese 
cuisine, were and still are in tremendous 
demand, but sweetcorn, though excellent 
in quality, was too expensive. Jams are 
rarely bought and seldom consumed in 
East Asia. Like dried fruit, jellies, and 
custard powder, they were good in 
quality but too high in price. Cereals, 
such as corn flakes, in poor packing and 
devoid of paper wrapping, met quick 
Sales on a small scale in the absence of 
competition. Wines remained, as in the 
past, in poor demand, but there was a 
fairly good enquiry for South African 
brandy. 


Raw Materials 


The demand for the raw materials of 
farms, plantations d mines becomes 
more insistent on every side, despite the 
expansion of world production. There 
are shortages everywhere and in East 
Asia it is Japan with her expanding 
workshops which clamours most for these 
goods. China, Hong Kong, and tg some 
extent also the Philippines and Singa- 
pore, are building factories. To the de- 
mand for raw materials there can be no 
end in sight nor is one foreseeable. For 
South Africa’s wool, hides and skins, 
wattle bark and extracts, asbestos, iron 
ore and other raw materials, surplus to 
her own. industrial needs, the main ma- 
ket in East Asia is Japan whose trade 
connections with the Union have become 
traditional. In ‘especial demand through- 
out East Asia in 1950 were wattle bark 
and wattle extract which could have 
been sold in treble the quantities, and 
more, had they but been available. 
Suppliers’ associations in the Union ap- 
portioned the production fairly, but 
from everywhere came requests for more, 
Japan, China, Ceylon, Indonesia, Malaya, 


The 


Pakistan and Siam were the fortunate 
receivers of these valuable tanning 
materials. Wool for East Asia goes al- 
most exclusively to Japan whose trade 
agents visited. the Union in 1950 to study 
selling arrangements. Her woollen tex- 
tile industry is geared to take, for the 
most part, Australian wool, but South 
African wool is also being purchased. 
For long-fibre asbestos, which is in short 
supply, the demand in Japan, Hong 
Kong and Singapore is astonishing, and 
enquiries are also 
received for hides and skins, leather, zinc 
oxide, sodium bichromate and calcium 
carbide. Japan bought fair quantities of 
anthracite duff and peas from the Union 
in 1950, small parcels of casein, and some 
iron ore. Coking coal, which the Union 
cannot now supply, is in great demand 
wherever there is industry in East Asia, 


especially in Japan, which, though rich : 


in coal deposits, lacks the coking varie- 
ties. Diamond borts and crushings and 
tobacco leaf were required by Japan, and 
diamonds for jewellery found a good 
market in Hong Kong and a fair sale in 
Singapore and Malaya. 


Machinery ard Industrial Materials 


{n blurrer outlines, plans are slowly 
evolving for raising the standards of life 
in the underdeveloped countries of East 
Asia by means of a modern industry 
built by foreign technique and imported 
machinery. The effect, if these plans be 
brought to fruition, would be a rapid rise 
in the importation of equipment not only 
fér installing plant but also for sub- 
sidiary developments. Is it too optimis- 
tic to hope that South Africa may share 
in the profits of this trade even though 
Britain is the traditional supplier in 
many markets, and Japan a coming com- 
petitor? 


Machinery from the Union in_ 1950 
suffered, like many of our products, the 
deterrent of high cost. Our concrete 
mixers, for example, were more expen- 
sive than the British product. But there 
were keen inquiries for South Africa 
scrapers and brick-making machines re- 
quired in Sumatra, and for hoists, motor- 
car and bicycle equipment, diamond 
drills and road-making tools needed 
everywhere. Industrial materials such as 
waterproof resin-bonded plywood, 
rugated asbestos sheeting, salt-glazed 
pipes and sliding-door gear were in de- 
mand, Ceylon, Singapore, Hong Kong and 
Tientsin in North China showed interest 
in South African electrical transmission 
cables, copper wire and strands, but per- 
severance, patience and keen prices are 
needed to develop a business which re- 
lies for its progress upon the installation 
of giant electrification plant, upon the 
development of industry and upon sales- 
manship to prove that our cables are not 
only up to, but above, the standards set 


internationally for resistance to humidity 


and corrosion. South African safety-glass 
was held in high repute in the Philip- 
pines. | 


continually being. 


Ccor- 


Special Clientele Goods 

The European peoples, who form an 
infinitesimally small section of the popu- 
lation in: East Asia, have demands of 
their own, shared by only few Asians, 
which it is usual to satisfy at high. cost 
since the turnover is small and unlikely 
to increase. In this connection, the limit- 
ed but steady enquiry, mainly in the free 
ports of Singapore and Hong Kong, for 
high-class ladies’ fashion shoes, ensured 
good business in 1950 to South African 
footwear manufacturers. Female fashions, 
as everyone knows, do not last long, and 


what is lost on one consignment is quick- 


ly compensated for by the proceeds of 
another. The trade in small, snary to the 
guileless, but profitable in a minor way. 
Men’s shoes, however, have ampler scope 
if prices are kept low. 


In Japan the special European needs 
are supplied by the American PX (Post 
Exchange), which was opened in 1950 to 
the exporters of South Africa and other 
signatories of the SCAP-Sterling Area 
Trade Arrangement. Foodstuffs, clothing, 
footwear and other consumable manu- 
factures feature in the demand. 


_ Prospects 


South Africa’s exports to East Asia 
may be aptly described as a little trade 
with many countries in a lavish number 
of lines. This is the testing period. When 
larger quantities of the products of farm, 
forest and factory become available for 
expore from the Union and ships to carry 
them are built, there will be found, 
awaiting them, an insaturable market of 
many millions whose needs are increasing 
as their standards rise. | 


THE HONGKONG ELECTRIC 
CO., LTD. 


NOTICE TO SHAREHOLDERS 


NOTICE IS HEREBY GIVEN 
that an INTERIM DIVIDEND in 
respect of the year 1951 of $1.10 
per share, free of tax, has been 
declared payable on and after 17th 
September 1951, 


Applications for Dividend War- 
rants should be made either per- 
sonally or by letter to the Registered 
Office of the Company, P. & O, 
Building, 4th Floor. 


The Register of Members of the 
Company will be closed from the 3rd 
day of September 1951 to the 17th 
day of September 1951, both days 
inclusive. 


_ By Order of the Board, 
Gibb, Livingston & Co., Ltd., 


Agents. 
Hong Kong, 
10th August, 1951. 
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Exports of Hongkong Manufactured Goods for 
First Half Year 1951 


States came third with $12.8 million, a 
certificate of origin being as 


For the half-year Jan./June 1951, 
exports of locally-made goods from Hong- 
kong under Imperial Preference Certificate 


and Certificate of Origin amounted in 1961 1960 

value to HK$173,123,550 (£10.8 million; 

US$29,8 million), an increase of 129% SE ERG TES 22,874,360 9,704,802 $ Agents for Far Eastern Economic 

as compared with a total of: ‘$75,642,124 Rebruary 22,459,043 9,060,934 Review for United Kingdom and 

for the first six months of 1950, For the March ..............- 27,812,238 11,733,148 2 Continent of Europe:— | 

year 1950 the total value was $196,573,635. | | | 

The monthly average for 1951 (Jan./June) 30, 498,98 Arthur H. Wheeler & Co. 

was $28.87 million, as against a monthly pe ee 32,495,388 16,221,142 (Founded 1872) 

average for the year 1950 of $16.38 38,466,269 13,870,679 St, Stephen’s House, 

million. The highest value reached during June .............++. 29,016,257 15,051,419 Victoria: Embankment 

the half-year was in May with $38.46 | f 

million and the lowest in February with London, S.W.1. 

$22.46 million (1951, highest July $30.1 Cables: Brookleigh, London 

m., lowest February $9.06 m.). HK. Manufactures Exported under Telephone: ABBey 6470. 
Imperial Preference Cert.& Cert. of * * * 


The above figures do not include ship- 
ments to countries not requiring such 


from March. 


Origin for 1951 (Jan./June) 


Inquiries regarding subscriptions 


certificates. (Feat) and advertisements may be address- 

( ed to the London Agents or to the 

\ 1se in 

is clearly accounted for by the increases y.S.A. 12,806,531 
in price caused through the higher cost Malaya. .............. 8,340,587 12,547,245 § ##Amnnual subscription for 
of imported materials. As the table air express delivery .. £ 6, 
will show, however, there has been & south Afries:.........- 6,546,920 7,804,162 Subscription for sea mail 
steady rise in shipments abroad in the Australia ............ 5,536,509 8,388,889 delivery 2 416. 
course of the six months the amount for Burma __.............. 3,547,241 
highest months April and May, being Ney Zealand ......... 2,207,412 1,483,717 
above those for January to March. C. & S. America ...... 2,007,234 1,628,172 

Of the countries purchasing local manu- India ............... 1,319,096 4,521,005 
factures Pakistan continued to take first Br. N. Borneo ........ 1,108,612 1,214,927 
place with an amount of $70.6 million, Other ee ios das 8,913,635 17,329,749 
mainly cotton yarn; the United Kingdom $173,128,550 $196,573,635. 


was second with $27.87 million; the United 


HONGKONG AVIATION RETURN 
for first 7 months 


PASSENGERS MAIL FREIGHT 

(Kilograms) 

Arrivals Departures In Out Out In Out 
Monthly averages for 1948 ........... 595 9,592 9382 13,726} 13,6493 42920 100,986 
Monthly averages for 1949 .............. 1,062 1,057.5 12,246 13,312 — 13,842 14,576 237,690 272,656 
Monthly averages for 1950 .............. 223 293 2,722 3452 12,767 15,803 65,912 111,645 
246 248 2,718 3,789 23,342 26,701 119,113 123,201 
2.05 212 2,436. 3,197 25,574 26468 112559 102,997 
213 3812 26501 33,995 152,988 112,051. 
207 2,375 3,361° 17,788 17,456 144520 92,795 
| 230 236 2,510 3,929 19,689 17,310 116158 88978 
222 225 2,618 3,530 20,967 17,471 110,685 97,403 
210 215 2,484 3,451 19,758 18,195 92,630 
1,536 1555 17,770 25,069 153,619 157,596 948,653 710,668 


January-July 1951: 
Grand totals:—Aircraft in & out: 3,091; 42 839; Mail: kilos; Freight: 1,559.3 metric tons. 


— 
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HONGKONG AVIATION RETURN FOR JULY 1951 


Arrivals 


Passen- Mail Freight “Mail Freight 

ger (Kilos) (Kilos) ger (Kilos)  (Kilos) 
UNITED KINGDOM .. 92 4648 7,157 209 3,928 1,593 
97 442 30,129 138 466 777 
MIDDLE EAST. ........ 40 140 1,629 54 
CALCUTTA .......... 106 232 788 es 400 
RANGOON 20.0050). 14 153 10 71 100 5,767 
SINGAPORE ..... 2,673 11,846 334 5,466 
BANGKOK 343 659 «(16,335 663 648 13,662 
INDOCHINA ........ aa oe 768 4,136 414 576 3,498 
PHILIPPINES ........ 392 302 6,192 468 774 6,837 
331 8,432 8,281 300 2228 8,453 
47 1,437 180 1,936 845 
13 95 445 96 412 2,235 
FORMOGA 219 1,106 3,875 254 828 34,906 
HONOLULU .......... 1 71 74 
1 108 369 163 238 83 
2,484 19,758 92,630 3451 18,195 103,243 

Total aircraft arriving: 210 Total aircraft departing: 215 


HONGKONG INDUSTRIAL REPORTS 
for July 1951 


Factory Registrations.—Applications for 
registration of factories and workshops 
in July 1951 totalled 31 (12 HK, and 19 
Kowloon & N.T.); 35 pegistration cer- 
tificates were cancelled (12 & 23); 19 
applications were refused (9 & 10), 12 


“being in respect to premises for which no 


formal application had been received; 24 
registration certificates were issued (13 
& 9). 


The following is a list of factories 


recorded and registered in July with the 


number of employees: 
M. F. Total 


3 Weaving (Cotton) ...... 8 35 43 
1 Camphor Wood Boxes .. 27 — 27 
Wares 12 15 27 
1 Silk (Re-winding) ...... 9 7 16 
1 Canned Goods ......... ‘ 11 --- ll 
2 Oil 10 — 10 
27 814 180 494 


| 
| 
| 


Five factories changed their names 
during the month. Factories closing in 
July amounted to 28: 1 Aircraft Engineer- 
ing (formerly Pacific Air Maintenance & 
Supply Co.), 3 Hardware, 2 Printing, 1 
each Saw Mill, Rice Mill, Optical, Canning, 
Lumber, Fibre Case, Confectionery, Steel 
Windows, Timber, Camphorwood Boxes, 
Sesame Seed Oil, Shoes, Flooring & 


‘Joinery, Stone Grinding, Lens & Mirror, 


Ice, Metal Ware, Dyeing, Weaving, Egg 
Packing, Knitting, Construction. 


From January to July, applications 
received totalled 216 (67 HK,, 149 K. & 
N.T.), registration certificates cancelled 
were 111 (35 & 76); applications refused 


were 51 (19 & 32), of which 30 were for 


premises for which no formal application 
for registration was made; registration 
certificates issued amounted to 168 (75 
& 93). 


As at July 31, a total of 1301 factories 
and workshops were on the register (391 
and 904), and 355 applications were under 
consideration (138 & 217). - 


FINANCIAL REPORTS 


FINANCIAL TRENDS IN AMERICA 
From G. Reimann, New York 


It seems that we are again at the be- 
ginning of a period where clearing ex- 
change will play a greater role than 
heretofore in commercial transactions, 
It can be obtained at a preferential rate 
and will strengthen the competitive posi- 
tion of traders who are able to make use 
of such facilities, The number of coun- 


tries which have clearing agreements and 


available clearing exchange is rising. It 
is unlikely that the hopes for a removal 
of sterling bloc restrictions and unre-. 
stricted multilateral trade will be ful- 
filled. Instead, we may expect wider use 
of clearing agreements among countries 
which are of special interest to American 
trade. 


The following factors have to be con- 
sidered: (1) It is unlikely that Washing- 
ton will help Great Britain or Australia 
to solve their foreign exchange problems 
by taking over guatanteed amounts of 
sterling commodities at fixed prices, 
On the contrary, stockpiles of strategic 
materials are at present much greater 
than they were a year ago. Emergency 
purchases of the last 12 months will not 
be repeated, New buying will be done 
on a restricted scale, (2) A number of 


controversial issues between Washington 


and London have not been solved. Wash- 
ington will be reluctant to grant addi- 
tional dollar aid to Britain except for 
strictly limited purposes. 


(3) Additional buying of strategie 
materials will, as far as possible, be chan- . 
neled into areas which are safe sources 
of supply in case of a war emergency. 
Therefore Latin American countries and 
Canada will be able to take more advant- 
age of the new orders than other distant 
countries, (4) America will be in a 
better position to supply dollar goods for 
exports during the next six months than 
during the period immediately after the 
start of the war in Korea. Therefore 
dollar balances of foreign countries can 
again be used to a greater extent for im- 
ports from the United States, American 
authorities will exert new pressure against 
sterling bloc restrictions, (5) The de- 
terioration of the foreign exchange posi- 
tion of several key countries in inter- 
national trade, Holland and France for 
instance, in addition to Great Britain, 
will encourage new clearing agreements. 
In such cases, clearing exchange is being 
created which can often be used by 
traders of third countries, sometimes via 
transshipments. 


Washington authorities will not comply 
with suggestions from sterling areas to 


_ support sterling commodities by ‘aking 


ever a fixed percentage of stocks (25% 


| 
| 
| 
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of Australian wool supplies, for instance) 
at a fixed price with the result that auc- 
tion sales and competitive markets would 
not be as much under the pressure of 
new supplies as otherwise. The new 
agreement with Bolivia on long-term tin 
supplies may contradict this 
But strategic considerations play a special 
role in deals with Latin American coun- 
tries, Production in these areas is to be 
encouraged in part at the expense of 
other distant areas (largely belonging to 
the sterling bloc), 


Three conclusions may be drawn: 
Commodity prices will recover only grad- 
ually, without any drastic uplift. Some 
markets may even remain weak for some 
time. There will be no revival of dollar 
inflation during the remainder of the 
year except in the case of new inter- 
national conflicts. While the dollar posi- 
tion of Britain is deteriorating the dollar 
balances of some Latin American coun- 
tries will continue to be favorable, 


Washington is becoming increasingly 
‘‘dollar conscious’’ in the sphere of for- 
eign transactions. Dissatisfaction about 
the trade of some Western countries with 
Russian controlled areas is still rising. 
New agreements on dollar aid and export 
licensing will pay special attention to this 
factor, 


Dollar expenditures for armaments will 
be much ‘greater during the next six 
months than during the first half of 1951. 
But additional buying will mainly con- 
sist of American and Canadian defense 
products. 


THE SOUTH KOREAN CURRENCY 


When the United States Army took 
over the occupation of South Korea in 
September 1945, the monetary circulation 
of that country consisted predominantly 
of notes issued by the Bank of Chosun, 
supplemented by smaller amounts of 
Japanese military and occupation notes, 
Bank of Japan and Bank of Taiwan 
notes, and miscellaneous (small denomi- 
national) notes and coin issued largely 
by the Japanese Government. During 
the Japanese occupation, Bank of Chosun 
notes and Japanese notes had been ex- 
changeable on a one-to-one basis, and 
-Bank of Chosun notes had circulated 
freely in all parts of the Japanese Em- 
pire. Of the total amount of Bank of 
Chosun notes outstanding on the eve of 
the liberation, approximately 40 per 
cent, or some 3.7 billion won, was esti- 
mated to be circulating in North Korea 
and other Pacific areas, Most of these 
notes, however, are believed to have 
found their way into South Korea after 
the liberation, being brought in by re- 
fugees and by Communist saboteurs, (On 
December 6, 1947, the North Korean 
Government carried out a currency re- 
form whereby Bank of Chosun notes were 
invalidated and exchanged for a new 
currency. It is likely that one of the 
main reasons for that reform was to 
mobilize these notes more effectively in 
order to finance subversive activities in 


- May 1947 that refugees 
attitude, 


the south. In order to minimize the 
possibility of Bank of Chosun notes 
being imported for such purposes,’ Mili- 
tary Government had decreed early in 
from North 
Korea would be allowed to retain only 
1000 won per person of any Bank of Cho- 
sun notes brought in with them. Notes 
in excess of that amount imforted by 
any refugee were impounded and with- 
drawals limited to 5000 won monthly per 
person.) 


One of the first acts of the occupation 
forces was to decree that Bank of Chosun 
notes would be the only legal tender for 
payment of all debts; all Japanese mili- 
tary and occupation notes were declared 
void and their use prohibited. On Feb- 
ruary 21, 1946, all persons and bodies in 
South Korea were ordered to deposit in 
specified banks, in the period March 2 
to March 6, 1946, their holdings of Bank 
of Japan notes of 1 yen or more, and of 
all Bank of Taiwan notes. The notes 
so deposited were blocked in separate ac- 
counts, and the depositors were given de- 
posit receipts in their names. Bank -of 
Japan notes of less than 1 yen, as well 
as Japanese Government notes and coin, 
were permitted to continue in circulation, 
but were not legal tender. (From time 
to time pressure was put on Military 
Government to reimburse those who had 
deposited the Bank of Japan notes, but 
no action was taken, largely because 
surveys showed that large amounts of 
these notes had been purchased before- 
hand by speculators at discounts ranging 
from 40 to 50 per cent. The ‘‘liability’’ 
for these notes was subsequently assumed 
by the Republic of Korea, which simi- 
larly rejected claims for reimbursement). 


On April 7, 1948, Military Government 
decreed that all 100-won Bank of Chosun 
notes bearing the Japanese crest (repre- 
senting about 25 per cent of the total 
note circulation) would cease to be legal 
tender, that their use would be prohibited, 
and that they must be exchanged, in the 


period April 12 to April 24, 1948, for 


Bank of Chosun notes bearing the Korean 
everlasting flower, Of the total of about 
7.3 billion won of such Japanese-feature 
notes outstanding, approximately 6.7 
billion won was. actually turned in for 


exchange; the balance was believed to 


remain in North Korea and China. The 
purpose of this maneuver was not only 
to remove objectionable Japanese associa- 
tions from the note issue, but also appar- 
ently to eliminate the possibility of such 
notes being imported from the north, after 
the exchange, for use in financing sub- 
versive activities, especially in view of 
the pending election. 


On the eve of the invasion in June 
1950, therefore, the monetary circulation 
of South Korea consisted of Bank of 
Chosun (everlasting flower-feature) notes 
in denominations of 100, 10, 5 and 1 won; 
Bank of Chosun notes in denominations 
of 50, 20, 10 and 5 chon (100 — 1 won); 
and a trifling amount of notes of the 
Bank of Japan and notes and coin of 


the Japanese Government—all in deno- 
minations of less than 1 won. In view 
of the inflation that had taken place the 
chon notes had depreciated in value to 
such an extent that they were no longer 
used; indeed, 10, 5 and 1 won notes had 
also largely disappeared from use, The 
same was, of course, true with regard 
to Bank of Japan notes of less than 1 won 
(which had been exempted from the ex- 


change of February 1946) and with re- 


gard to Japanese Government notes and 
coins. Even the 100-won denomination 
note had become absurdly small in rela- 
tion to the price level and the volume of 
monetary transactions to be effected. Of 
the total Bank of Chosun notes outstand- 
ing, it was estimated that all but about 
1 billion won were in circulation in South 
Korea at the time of the invasion, the - 
balance being believed to be in North 
Korea. 


When the Bank of Chosun was estab- 
hished in 1909, its note issue, which was 
to be convertible on demand into gold 
or Bank of Japan notes, was made sub- 
ject to formal legal reserve requirements. 
The Bank was authorized to issue notes 
in an unlimited amount against 100 per 
cent cover in gold coin, gold and silver 
bullion, or Bank of Japan notes (pro- 
vided that the silver did not exceed 25 
per cent of the total of such reserves), 
and also to issue up to 20 million yen 
(won) of notes secured by Japanese and 
other bonds and by reliable commercial 
paper, Additional notes, also covered by 
such bonds and commercial paper, could 
be issued with approval of the Minister 
of Finance, but subject to a specified 
tax. 


In subsequent years a number of 
changes in these provisions was made. 
For example the non-taxed fiduciary 
issue (20 million won) was progressively 
increased in size; by April 1941 it had 
been raised to 630 million won. Despite 
these increases, the limits were exceeded 
on different occasions during this period 
with the consent of the Minister of Fin- 
ance and on payment of a tax on the 
over-issues. Between 1937 and 1941, 
moreover, virtually all of the Bank’s gold 
and silver reserves were transferred to 
Japan, with the result that the so called 
‘*specie reserve’’ came to consist al- 
most entirely of Bank of Japan notes, 
On April 1, 1941, the bulk of the Bank’s 
holdings of Bank of Japan notes was 
converted into deposit balances with the 
Bank of Japan, and the distinction be- 
‘tween the ‘‘specie reserve’’ and the 
‘fsecurity reserve’’ (bonds and commer- 
cial paper) was in effect abolished. 
From that date until the liberation, the 
Bank’s ‘‘reserves’’ came to consist pre- 
dominantly of Japanese Government 
bonds; further increases in the amount 
of notes that could be issued without 
payment of tax were also 
during this period. 

Although the Bank of Chosun attempt- 
ed, following the liberation, to preserve 


sanctioned 
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the fiction of legal reserves behind its 
note issue, in reality its notes have since 


then been subject to no: legal reserve re- 


quirements of any sort. Likewise, the 
system of maximum limits on the note 
issue beyond which a tax would have to 
be paid was quietly dropped. In July 


' 1949, however, President Rhee issued an 


order fixing a ‘‘ceiling’’ of 50 billion 
won for the total note issue, but that 
limit was exceeded early in October of 
that yeay, and no new ‘‘ceiling’’ was 
imposed thereafter, 


HONGKONG CLEARINGS & 
BANKNOTES 


Clearing-house figures continue on a 
monthly average of $114 billion. In July 
the total amount passed through the 
clearing was $1,454,798,758. In the pre- 
ceding four months of June to March the 
resp. figures in millions 
1467.3; 1561.9; 1571.3; 1565.2, 

Current banknote circulation (excel. 
govt issued dollar notes and subsidiary 
notes and coins) totals $805.7 m. of 
which Hongkong & Shanghai Banking 
Corp. accounts for $755.8 m., Chartered 
Bank 45.8 m. and Mereantile Bank 


3.9 mM, 


HONGKONG FREE EXCHANGE & 
GOLD MARKET 


Review for the week July 30 to 

August 4:— 

GOLD:— Highest & lowest rates per 
945 fine tael $314%, equiv. to .99 fine 
tael and oz prices of $329.73—324.50 and 
$274.02—269.67 resp. Day-to-day rates: 
$31434—312-5/8; 31414—311%4; 311-3/8— 
309%4;. 31134—310%,; 312-5/8—310-7/8; 
312-5 /8—31114. Week’s opening 312-5/8, 
elosing 312, 


322 resp. 

Crossrates US$43,10—42.75. Cif Macao 
contracts concluded at 43.07—42.75 for 
a total of 32,000 ozs fine arrival of which 
expected within 10 days, One flying boat 
arrived during the week in Macao unload- 
ing over 20,000 ozs. 

During the week under review Korean 
news and the rumor of I,M.F. intention 
to restrict shipments of gold to Far East 
had the effect of steadying rates but new 


arrivals in Macao, coupled with insistent 


offers from overseas bullion suppliers, as 
well as unloading by Swatow group even- 


tually pulled down the rate. The market’ 


was indecisive and quiet. 
speculation has less 
price which is guided by actual demand 
and supply, and primarily by world market 
prices. When the Korean truce will finally 
materialise the tendency abroad should be 
weak and the effect on local transactions 
will be similar. 


Change-over interest. per week was 5 
cents in favor of buyers for a quantity of 
ten taels of .945 fine. This rate of interest 
is practically nil. Tradings: 186,000 taels 


At present 


(per average day 31,100). Positions aver- 


aged 105,000 taels per day (Pao Sang, the 
agents of Canton authorities, maintained 
their oversold position, the Swatow | group 
sold to take profits). Cash sales: 31,030 
taels of which 12,230 officially listed, 
18,800 privately arranged. 


of HK$ were: 


Macao and Canton .99 fine . 
_tael prices HK$327144—323- 1/8 and $325— 


influence on the 
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12,500 taels of which 7500 


Singapore, 5000 to Bangkok. Imports: 
13,000 taels, all from Macao. Local gold- 
smith consumption was poor, their counter 
purchases of old gold. balanced current 
ornamental requirements. Differences paid 
for export gold of .99 fine, per tael $15, 80 
—16. The .97 fine variety is no longer 
required as buyers in Far Eastern ports 
refuse taking delivery of such bars, 

US$:— Highest & lowest prices for US 
notes $631144,—62814, DD 633-—630, TT 636 
—63214. Day-to-day TT rates: $636— 
63216; 63514—634; 634—632%; 634%4— 
63314; 635—63314; 634—633. Crossrates 
US$ 2.515—2.529, 

Sales: US$950,000 in TT sector, 755,000 
in DD and notes. These sales refer only 
to those recorded in the ‘native exchange 
market’ with a number of native banks 
specialising in TT New York, draft and 
note business. The actual amount of sales 


is far larger but can only be estimated 


as private transactions, not involving 
banks, are numerous. Many overseas Chin- 
ese inward remittances are also routed 
through private channels and thus the 
exchange market does not record them. 
Some arbitrage and exchange transactions 
of Manila and Bangkok merchants are 
also conducted without the banks having 
any knowledge of them. , 
SILVER:— Bar silver prices $6.12—6,20, 
sales in weight 12,000 taels, dollar coins 
$3.91—3.96, sales 31,500 taels, twenty 
cents coins $3—3.03, sales 5500 taels of .99 


fine. Business was quiet but there are 


buyers who are anxious to obtain supplies 
as world prices rule firm. 
BANK NOTES:— Highest & lowest 


prices in HK$ for British pound 15.70-— | 


15,75, Australia 12,85—13.05, New JZea- 
lana 13. 80, South Africa 15. 20, EKvyptian 
pound 13. 50, India 1.117—1. 132, Burma 
Canada 5.89—5. 91, Malaya 1,807— 
1,81, Philippines 2.17—2. 21, Macao 1.07— 
1,08, Indochina .127—. 1285, Indonesia 
rupiah 38, Siam .29—.292. Japanese yen 
157—163% per 10,000. Business was dull, 
no special inquiry except for Manila, there 
being a slight improvement in the peso 
rate which has been sparked by better 
feeling in the Philippines where, with US 
assistance, the economy of that country 
is slowly put back on the right track. 

CHINESE EXCHANGE:— Taiwan 
yuan, per 10,000, HK$2775—2850; gold 99 
—9914, US$98—98%, per 100 in Taiwan. 
Sales: HK$875, 000, 400 taels of gold, US$ 
7500. Market was quiet ,with signs of 
steadiness of the Taiwan currency. 

Chinese People’s currency quotations of 
the authorised banks (selling/buying for 
DD London 62,970—62,350, DD New York 
22,.490—22,270, US notes 20 ,240—20,040, 
DD Hongkong 3920—3880, HK notes 3530 
—3490. 

Local open . market. rates, per million 
PB yuan, were as follows: for notes HK$ 


216—217 (sales PB yuan 105 million), DD . 


Canton $221—223 (sales 230 m.), DD 
Amoy $229—240 (sales 205 m.). HK$ re- 
mittances to Canton 96—97, to Swatow 
9334—94, with sales resp, HK $36, 000 and 
$15,000. US$ and gold remittances of the 
local open market, to Shanghai 84—85 and 
8714-88 per 100 in Shanghai (sales US$ 
4000 and over 1000 taels of the fine gold) ; 
to Amoy ~sales US$12,000. Market was 


inactive with some overseas Chinese re- 
mittances sent to Red China. The PB yuan 
on the local market is about 15% discount- 
ed against the official rate. Remittances 
of overseas Chinese have recently been 
poor, especially from America, the reason 
being that few Chinese abroad desire to 
support, indirectly, the finances of the 
communist state. . 


Review for the week August 6—11:— 

GOLD:— Highest & lowest .945 fine 
tael prices $314144—3113%, equiv. to .99 
fine tael and oz rates of $329,21—326.20 
and $273.59—271.08 Day-to-day rates of 
the market: $313144—313; 31314—311%; 
3133%4—311%; 3141%4,—313; 313—311%; 
3135%—3113%. Week’s opening 313%, 
closing 313%. Macao and Canton .99 
fine tael prices, high and low $326%4—324 
and $324—323 respectively. 

Crossrates US$43.05 high, 42.80 low. 
Macao imports concluded at 42.82—43, per 
fine oz, cif, for a total of 25,000 ozs. 

Rates last week were hardly moving, 
the trend was uncertain, business small. 
US$ appreciation in terms of sterling 
was one factor causine better demand, 
Prospects are that dealings will remain 
below recent figures. Korean truce nego- 
tiations are now considered likely to fail 
and continued war in the north a pos- 
sibility. When this comes to pass the 
market will revive, But communist fin- 
ancial agents are of the opinion that, in 
spite of US apparent lack oz * peaceful 
intentions’, the war in Korea will end. 
These agents are proceeding as if they 
knew that Kaesong will eventually be 
a success. 


Change-over interest per 10 taels 28 


cents in favor of buyers. Ready delivery 


stocks were around 75,000 ozs which de- 


pressed the interest rate; if export de- 
mand increases the rate will also go up 
and buyers will earn more for their in- 
vestments in gold. Tradings: 154,000 
taels (30,800 per average day). Positions 
taken approx: 96,000 taels per average 


day, with Pao Sang bank being the 


heaviest bear. Cash bars: 32,060 taels 
(18,500 bought by exporters, 13,560 by 
hoarders and interest speculators). Ex- 
ports: 9000 taels to Singapore, 9500 to 
Bangkok. Differences per .99 fine bar 
$15.80—16.10, Imports 17,500 taels, from 
Macao. Arrivals in Macao 28,000 ozs 
fine, 
US$:— Highest & lowest rates per 100 
US notes HK$633%4—6291Y44, DD 6354%— 
631, TT 63714—-633, TT Japan (HK open 
account ealculated in US$) 635—631. 


Crossrates US$2.509—2.527, Day-to-day 
TT New York: $634—63314; 634—633; 
63514—633; 636%4—63514; 636—635; 
637 14—63514. 


Sales: US$11{ million in TT and 850,000 
in notes and DD, 

Sterling is watched closely; the local 
speculative buying of TT New York has 
started in anticipation of international 
weakness of sterling. The trend here 
was steady with gold importers. buy- 
ing. Merchant demand was also quite 
strong, Sellers were trying to squeeze. 


SILVER:— Highest—lowest rates per 
bar (tael) $6,25—6.18, coin 4—3.93, small 
coins 3.04—3,02. As exporters were good 
buyers prices firmed up World tendency 


= 
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August 16 
is upward and local US$ rate is also SHIPPING Z 
moving to higher levels—silver could not 
but be influenced. Sales: 87,000 taels 56 
BANKNOTE RATES:— Highest and Waterboats 17 zain, time the 
lowest rates in HK$ per one foreign cur- Asia Nav. ........scsceeeeeveees hires 1 | 
reney unit:— London 15.70—15.62, Aus DOCKS, WHARVES, GODOWN, Etc. AIR FRANCE 
tralia 12.83—12,70, New Zealand 13.80, @ x Wharves 88 
Egypt 13.50, South Africa 15,20, Canada North Point Wharves .............-. 5.40 | ae | 
5.98—5.92, India 1,135—1.127, Burma Sh. Hongkew Wharves .............. 4 way 3 : 
$20, Indochina .1295— .1265, Siam 295 pina, | 
291, Indonesia .38—.37, Macao 1.09—  Wheelocks 25 
1.0714. Japanese yen, per 10,000, $166— 
163. Military yen notes, only traded by 1 | Ee . 
CHINESE EXCHANGES.— Rates of LANDS, HOTELS & BLDGS. ey vive | | 
the local market with sales in brackets: H. & S. Hotels .................0.. 5.70 to P aris, with connec- : 
(105 million), DD Canton 228—23314 h | 
410 m), DD Amoy 234230 (320 m), He? Reattie | tions to all European | 
K¢$ DD Canton 97—96 per 100 in Can- Chinese Estates ...............0-+5. 108 
ton ($40,000), HK$ DD Swatow 94—93%, 
($35,000); Gold on Shanghai 85—8414 per PUBLIC UTILITIES : | key cities, the U.S.A. | 
100 in Shanghai, Gold on Tientsin 99—98, 
US$ on Shanghai 85—83, US$ DD Amoy (partly Pd) gi; 
- quoted in Hongkong dollars at 5.69—5.67 Star Ferries .......eeceeeeeeeeeees 8114 and South America. 
pa US$ paid out in Amoy costs here China Lights (F. Pd.) .............. 7.60 . 
yuan $2850—2800 per 10,000 Mectrics 2914 
million), Gold on Taipeh 9914—99 for 100 Macao Electrics 10 
Sales in gold and US$ on all places  ghanghai Gas | 
in China and Taiwan’ take place, as F ; 
changing rates indicate, but business is INDUSTRIALS from 
small. There are few capital flighters in (Ord.) 
out of the country. Family members of STORES &c. : 
Chinese ‘behind the bamboo curtain’ also Farms ............ 15.20 | 
take advantage of this exchange as they Watsons 20 
K 100 WEDNESDAYS. .... .... 7:00 a.m. 
H.K. STOCK & SHARE Wing On (H.K.) 62 
Lack of progress in the Korean Cease-fire talks MISCELLANEOUS 
brought about a cautious mood in the week ending (hing Entertainments .............. 13 : 
August 3, with the result that turnover was on jfpternational Films ............ 1 : 
a light scale but rates have remained very steady OK. Constructions .o.o.4 | 
Hongkong Tramways, Ltd., announced an in- 95 
Business reported during the week, $1,968,999. Maremen, (AK. ) 
Better news, however, brought a decidedly im- Shanghai Loan ..... . 65 
proved sentiment to the market during the past 15 
week with the result that appreciable gains all- Yangtsze Finance ..............2++: 2.40 
round have been registered. Rates reached their | ; 
highest at the close and demand was still un- COTTONS ; 
satisfied. Ew 2.20 } 
for 1951 of $1.10 per | RUBBER COMPANIES | 
Business reported during the week, $3,234,990. Anglo-Dutch .85 
Olosing rates were as follow :— Bute 2 
GOVT. LOANS Dominion Rubbers 3.90 
Chartered. Bank. .... 210%, Shanghai Kedahs 7 
INSURANCES O1% (OPPOSITE STAR FERRY) TEL.: 26651 [| 
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SIN GAPORE SHARE MARKET 


Business was on a moderate scale in 
Malayan markets with less emphasis on 
Indlstrials, a’ general easiness in Tins, 
and a better week in Rubbers consequent 
on the firmness in that commodity. Loans 


remained most difficult to transact in the 


absence of sellers at anywhere near quo- 
tations and by reason of the unwillingness 
of buyers to accept lower yields at a time 
when Gilts are weak and yields rising in 
Home markets and more particularly in 
Australia, 

Some fair-sized parcels of Industrials 
were taken by large investors on the 
slight recession in prices which, however, 
were inclined to harden towards the end 
of the week. Malayan Breweries were a 
firm spot on the bonus issue and because 
of their equity in Breweries, Fraser and 
Neave were a turn better, 

The decline in the metal price affected 
Tins irregularly. There wasa general ten- 
dency for shares in companies with large 
liquid resources to hold their own and 
for those with less to show in their 
balance sheets to fall away. 

Mr. Dewey met reprsentatives of the 
Malayan Tin industry and it is hoped he 
tock away a clear picture of the manner 
in which concentrates from the mine 
become metal on shipboard in the shortest 
time, without the intervention of any 
hindrance or speculative interest. Wa- 
shington released its usual weekly flantasy 
on tin when Mr, R. Stuart Symington 


claimed that the monopolistic practices 


of the Reconstruction Finance Corporation 
has saved the American taxpayer US$500 
millions since R.F.C, become the sole 
American buyer in February, The absur- 
Gdity of such statement is apparent when 
one takes United States imports for 
February-April inclusive, 16,775 tons, and 
generously doubles them to get an ap- 
- proximate figure of 33,550 tons for intake 
to 3lst July. On this tonnage the saving 
claimed by Mr, Symington works out at 
-US$14,900 per ton. Tin at its peak in 
February sold in New York at 183 cents 
per lb., or US$4,099 per ton, and the fall 
to date, say, 80 cents per Ib., represents 
only $1,800 per ton. Thus one can only 
presume that the latest canard refers to 
a paper saving on an immense tonnage as 
yet unbought. We cannot compete with 
Mr, Symington in inventing astronomical 
savings on imponderable quantities, but 
we can show that the average Singapore 
Tin market in the past week was US$165 
per ton under the new Bolivian price 
and to the extent that Bolivian ore replac- 
ed the Malayan metal an actual loss at 
this rate was incurred by the American 
taxpayer. 

Rubber share dealings covered a large 
number of companies than usual and 
there was a market diminution in the 
number of declared sellers, Borelli ad- 
vanced to $2.00, while on Friday there 
were outport buyers for Kamasan up to 
$1.20. Sungei Bagan in all-round demand 
improved to $1.90, with unsatisfied buyers 
at the figure. 

The announcement that a dividend 
freeze was contemplated in the Common- 
wealth brought out sellers of a number 


Australian counters and. Malayan inves- 
tors again bought ‘selected ' ‘stocks, 


Business Done (28th July, 1951 to 3rd 
August, 1951,) 

Industrials, Freaser & Neave Ords, $3.75, 
Great Eastern Life fully-paid $36, partly- 
paid $11, Malayan Breweries $7.00 to $7.15 
c.b.i, , Malayan Collieries $1.75, McAlister 
$40, Straits Times $3,50. and $3.47, Singa- 
pore Cold Storage $4.60, United Engineers 
$12.25, William Jacks $3. 20 to $3.25, Henry 
Waugh $3. 20, Wearne $3, 10 and $3. 15, Sime 
Darby $15 per $10 stock. — 

Tin, Hong Fatt 86 cents and 873 cents, 
Kuchai $2.474 to $2.45, Lingui $1.50, Peta- 
ling $5,574 cum div. to $5.25 ex div, 
Rantau $2.67, Ulu Klang 40 cents. 

Austral Amalgamated 11/- c.d., Berjun- 
tai 17/-, Kampong Lanjut 30/9, Kuala 
Kampar 36/9 to 36/3, Larut 13/- to 12/9, 
Pungah 25/6, Rawang Concession 30/6, 
Rawang Tinfields 7/74 to 7/44, Sungei 
Bidor 51/- to 56/6, : 

Malaysiam 1/53, Pattani 1/6 and 1/53, 
Sione 5/-, Siuthern Kinta 12/9. 

Rubbers. Allenby 783 cents, Ayer Hitam 
714 cents, Batu Lintang $1, 474 and $1.524, 
Bedford $1. 25 to $1.30, Borelli $1.95 and 
$2.00, Broga 60 cents, Changkat Serdang 
$1.25 anl $1.30, Indragiri 32, cents, Jimah 
95 cents to $1.00, Kempas $2.15 to $2.20 
Linggi 3/14, Malaka Pinda $1.50, Mandai 
Tekong 60 cents, New Scudai $1.35 c.d., 
Nyalas 95 cents, Sungei Bagan $1.90 and 
$1.87, Sungei Tukang $1.40, Suloh 43 


cents, Tapha $1.70 and $1.65, Ulu Benut 


374 cents, United Malacca $1.60. 

Overseas Investments, Home:—Thorny- 
croft 109/6, Australian:—Courtaulds (Aust) 
26/-, Mount Lyell 25/9, Castlemaine-Per- 
kins 32/44, Winterbottom 33/13 (all Aus- 
tralian currency), South African;—Mid- 
dlewits 24/3, H. Lewis & Co. 33/- Virginia 
Gold 14/9. 


Company Reports:— 

The Kinta Tin Mines Limited made 
£128,735 (1074%) in 1950 and distributed 
65%. Net liquid assets at 31.12.51 worked 
out at £277,343 or 11/63d, per share, ex- 
cluding provision for Rehabilitation Loan 
of £37,220. This hydaulic producer cele- 
brates its Jubilee this year and during 
its existence has averaged some 183% per 
annum. in its distributions, 

Tanjong Tin Dredging Limited operated 
its small dredge throughout 1950 and the 
reconstructed No, 2 (Sungei Luas) dredge 
for a little over a month at the end of 
the year, Profit was £111,503 (60%) and 
two dividends making 25% have been 
paid account the period. Net liquid assets 
in balance sheet £77,88 are equivalent 
to 3/3id. per share, but no account is 
taken therein for Rehabilitation Loan of 
£155,560, 

Puket Tin Derdging Limited, Dredge 


worked its way from the Company’s East- 


ern to its Western leases in 1950 and in 
so doing was non-productive for four 
months, Profit at £69,879 equals 28% 
from which 15% was distributed in three 
dividends, Net liquid assets £165,359 in 
balance sheet are equal to 3/320, per 
share. 


HONGKONG COMMODITY MARKETS 


Hongkong textile manufacturers were 
disappointed at the news that they were 
not to receive an allocation of raw cotton 
from the U.S. under its preliminary ex- 
port allocation for Aug./Nov. 1951. It 
was understandable that Communist coun- 
tries should be left out, but in view of 
the stringent export regulations in force 
in the. Colony it was hoped that the em- 
bargo where local textiles were concerned 
would be relaxed. In view of the ap- 
proaching threat from Japanese competi- 
tion after the signing of the Treaty, it 
is important that Hongkong’s growing 
textile industry should be able to procure 
supplies of the best cotton. The cotton 


‘at present obtained from Pakistan is not 


only more expensive, but is also not up 
to the same high standard of quality as 
is that from the U,S,A. 

The commodity markets last week were 
patchy. Speculators, anticipating that 
reduced stocks and the impossibility of 
counting upon early replenishments in 
view of the energy devoted to rearma- 
ment in most European countries would 
cause prices to rise, were placing their 
superfluous capital, in various commodi- 
ties, such as cotton yarn and industrial 
chemicals. The forcing up of: prices, how- 
ever, under this process caused buyers 


‘finally too fall off and at the close most 


markets became quiet. 

Cotton Yarn.—Trading in cotton yarn 
was very brisk for the first half of the 
week, due in the main to heavy purchases 


Hongkong- -made 


by mainland interests and also as a result 
of large orders placed by Indonesian and 
Singapore merchants for  locally-made 
knitted goods. Towards the close, how- 
ever, transactions fell off and speculators 
who had forced up prices were found 
trying to dispose of their wares at lower 
rates, with the result that sellers out- 
numbered buyers. Indian cotton yarn 
prices were as follows: 10’s after rising to 
$1,440 per bale, declined to $1,350 at the 
close in sales; 20’s after selling at $1,720/ 
1,750 fell to $1,665; 26’s dropped from 
$1, 770/$1,800 to $1, 750: 32’s after rising 
to $1, 860/$1, 920 declined to $1,780/$1,835. 
yarns were in the same 
situation: 20’s from $1,855/$1,870 dropped 
to $1,815/$1,800; 32’s fell from $2,380/ 
$2, 400 to $2, 300 per bale, 

Cotton Piece Goods,—The piece goods 
market showed increased prices, with 
active transactions by local interests and 
with mainland dealers buying up Septem- 
ber and October forwards. Hongkong 
grey sheeting was in demand being quoted 
at $71/$72 per piece and 60 x 56 at $66 
per piece. Indian grey sheeting 2343 also 
was quoted at the high price of $56.50 per 
piece. Japanese grey sheeting 2023 rose 
to $71 per piece. Japanese white cloth 
2003 was transacted at $67.50 per piece 
‘and Three Peaches at $79 per piece. 

Metals.—The metals market continued 
dull, blocked outlets creating a state of 
near stagnation in most items, Zine 
sheets were brisk in contrast to the pre- 
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vailing dullness and with low stocks 
and demands from Macao and from 
local manufacturers showed an _ in- 
crease in price: European 3’ x 8’ G5 rose 
to $700 per picul and G6 to $680. Galvd. 
Tron Sheets with low stocks and diffi- 
culties in obtaining replenishments rose 
jn price with buying support: both G30 
and G31, 3’ x 7’, were quoted at $29 per 
sheet; G24 & G26 3’ x 8’ rose to $2.20 
per lb. Mild Steel Plates continued their 
downward trend: although 4’ x 8’ 1/16’’ 
and 3/32’’ stayed at $170 per picul on 
account of short supply, %’’ and 3/16’’ 
fell to $116 per picul and %4’’ and over 


dropped to $115.. Mild Steel Round Bars — 


with heavy stocks and new arrivals ex- 
pected continued to fall in price: 40’ 
5g’? to 1’’ were offered at $55 per picul; 
5/16’? sold at $75 per picul and 3%”’’ at 
$74. 


The urgent need of China for Tinplates 
has caused the authorities in Canton to 
dispense with all formalities and to waive 
the ceiling price in purchases of this 
material. However, spot goods in Hong- 
kong were hard to find as stocks are low: 
British Tinplates 20 x 28’’ was quoted 
at $460 per 200-lb. case and even at $500, 
At these abnormal rates, however, buyers 
preferred Tinplate Waste, Waste, 18’’ x 
24’’ miscellaneous makes, _ electrolytic, 
tonnage packing, commanding between 
$390/$400 per 200-lb. unit, while well- 


known brands rose to $420. Black Plate, 


which had been quiet, also became active: 
US 18’’ x 24’’ G29-G33 sold at $165 per 
picul and was later quoted at $170; US 
Tinplate Waste Ends 3’’-10” electrolytic 
and 2’’-10’’ coked were both quoted at 
$260 per 200-lb. case with few trans- 
actions. 


Industrial Chemicals.—The local mar- 
ket in industrial chemicals showed great 
activity, particularly: in such items as 
are not under control. Towards the close 
speculators were occupied in buying up 
controlled items also. Upon the report 
that Tientsin had issued permits for the 
importation of 300 tons of Glycerine, the 
Dutch product rose sharply in _ price, 
being quoted at the close at $5.80 with 
strong buying support. Japanese Cal- 
cium Hypochloride 60% 50-kg.’ being in 


demand by speculators rose from 96 cents 


per lb. to $1.20 per lb.; the 70% with 
fewer transactions closed at $1.40 per Ib. 
Dutch  Dinitrochlorobenzene, showing 
activity, rose to $3.30 per lb. Australian 
Sodium Bichromate was quoted at $2.15 
per lb., but under pressure from buyers 
fell to $2.05; the African variety had 
Sales at $1.85 per lb, Swiss Chlorate 
of Potash had limited business at $1.79 
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per lb. Zine Oxide 99% white seal, eased 
off to $2.70 per lb. on the report that 
prices were falling in Canton. Acetic 
Acid, Glacial, went up to $2.50 per Ib. 
following a price rise in Canton, but large 
quantities were not available, German 
Carbon Black 14514-lb, packing rose to 
$2,450 per case. British Monsanto Rub- 
ber Accelerator ‘‘D’’ sold at $23 per lb. 
and American miscellaneous brands at 
$26.50 per lb. Dutch Lithopone 30% had 
a few transactions at $1.55 per lb., while 
the German product rose to $1.45 per lb. 
Quebracho Extract with lowered stocks 
and little prospect of early replenishment, 
rose in price: Crown brand commanded 
$2.20/$2.35 per lb., Horse brand $2.10 and 
Optimus brand $2.12 per Ib. 
Paper,—Sellers taking advantage of 
lower stocks of paper and the possibility 


that fresh supplies will not be received . 


for some time, seized the opportunity to 


push up prices further when transactions — 


were brisk at the commencement, Buyers, 
however, refused to follow the upward 
trend and prices fell at the close with 
little trading noticeable. North China 
and Shanghai dealers were active and 
Woodfree Printing was _ particularly 
popular: Swedish and Norwegian makes 
sold at $1.63 per lb. for small amounts 
while the nominal price was $1,66/$1.67 
per lb.; the Austrian and Czech makes 
were offered at $1.58 per lb. Tissue 
Paper was also in demand, 13,5 lbs. 25 
x 44 being offered at $43 per ream for- 
ward, White M.G. Cap 25 x 44’? 17% 
lbs. Norwegian make in blue wrapping 
30-ream packing, rose to $21.50 per 
ream, Coloured M.G. Cap sold at $22.50 
per ream. Bond Paper gained further on 
account of reduced stocks 22 x 34’’ was 
quoted at $52/$53 per ream watermarked 
and at $50 unwatermarked. Newsprint 
in rolls, Swedish make 31’’ was quoted at 
$1.04 by sellers, but no transactions took 
place, the rate being too high, Japanese 
Newsprint in reams 31 x 43’’ 50-lb. rose 
to $41.50 per ream in small transactions; 
the European makes rose to $49 per ream, 
Taiwan were in the market for M.G, Pure 
Sulphite 131% lbs. 30 x 40, but dealings 
were light the price of $26 per ream being 
considered too high. 

China Produce.—Chinese vegetable oils 
were very quiet last week, offers 
from Europe being too low to attract 
large-scale transactions. Woodoil (Tung 
Oil) refined without drum, remained at 
$272 per picul, and unrefined without 
drum at $270 per picul; offers from 
Europe were at £278/£295 per ton c, & f., 
whereas the local price stood nominally 
at £300. Teaseed Oil was quoted at the 
nominal price of $240 per picul. Aniseed 


and 


Price per single copy: $1.20 


Oil, unprocessed quality, fell to $990 per 
picul and Cassia Oil to $2,020 per picul, 
export quality was quoted at $1,040 and 
$2,100 per picul respectively f.o.b. 

Cassia Lignea was also slack: West 
River l-cwt, bale Ist qual, (new) was 
quoted at $93 per picul and the 80-Ib. bale 
at $90 per picul, while the loose packing 
remained at $81 per picul. Honan Cassia 
Secraped stood nominally at $100 per picul 
and Unscraped at $95 per picul. 

The decision of the Canton authorities 
to halt shipments of Ramie, Green and 
White, to Hongkong is attributed to a 
desire to divert all available supplies to 
the Soviet Union, and not entirely to the 
low prices ruling in Hongkong. Ramie 
Fibres 2nd qual. (West River) sold local- 


ly at $285/$295 per picul, whereas the 


export price in Canton is equivalent to 
HK#$280-$292 per picul, Ramie, Green, 
medium quality rose to $289 per picul, 
while high-quality sold at $295. Ramie, 
White, unprocessed, was quoted at $300 
and export quality at $310 per picul. 


COMMERCIAL ITEMS 

Japan-Burma Trade Agreement 

The signing of a new trade agreement 
between Japan and Burma on August 7 
has been announced by SCAP’s Economic 
& Scientific Section. The new agreement 
covers the calendar year 1951 and pro- 
vides for a balanced trade in the amount 
of approximately £20 million sterling, or 
US$56 million. Imports into Japan will 
equal £10 million and a similar amount 
will represent exports to Burma All 
trade will be conducted in accordance 
with sterling overall payments arrange- 
ments. 

Japan’s particular role under the agree- 
ment will be to supply technical assis- 
tance and necessary equipment for the 
development of Burma’s cottage indus- 
tries. 


U.S. Raw Cotton Allocation 

A preliminary export allocation of raw | 
cotton amounting to 24 million bales has 
been announced by the US Dept. of 
Agriculture for the period 1 Aug,/30 
Nov. 1951. Japan has received the largest 
allocation, followed by France, Western 
Germany, Great Britain and Italy. Com- 
munist nations are not included in the 
list. Hongkong also has received no 


allocation. 


Countries in Asia to whom allocations 
of cotten have been made are the follow- 
ing: Japan 503,000 bales; India 140,000 
bales; Korea 22,000 bales; Formosa 22,000 
bales; Indochina (Fr ) 12,000 bales; Indo- 
nesia 10,000 bales; Philippines 8,000 bales, 
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WHEREVER in the World British Mer- 
chants have gone on their lawful occasions 
they have gained repute by their qualities of 
commercial honesty and efficiency. 


CARRYING with them the British tradition 
of Law and Justice, of family life and the 
spirit of sportsmanship they have established 
the British way of life among the people with 
whom they dwell. 


SINCE Trust Corporations have won the 
confidence of the public of Britain as their 


Executors and Trustees, it was natural that. 


the benefits they confer should be made 
available to the people of the Colony of Hong 


Kong, the Far East and all who have interests 


there. 

IT WAS also fitting that The Hongkong & 
Shanghai Banking Corporation should be the 
pioneers in promoting such a Trust Corpora- 
tion on the China Coast whereby fiduciary 
services of every description are made avail- 
able to all by the | : | 


HONGKONG & SHANGHAI BANK. HONGKONG 
-(TRUSTEE) LTD. 


the Trust Corporation of 


THE HONGKONG & SHANGHAI BANKING CORP. 
HONG KONG 


. 


NATIONALE HANDELSBANK N.V. 


Incorporated in the Netherlands, — 


Established 1863. 


The liability of shareholders of the Company is limited 


Capital issued & fully paid up 


Nfh 33,000,000.- 


Reserve Funds 23,200,000.- 
Head Office :— Amsterdam, 
Branches :— 

Netherlands:— Sumatra:— India: — 
The Hague Djambi ene Bombay 
Rotterdam Medan Caleutta 

Palembang 
. Telok Betong Hongkong, 

Java:— Borneo:— Japan:— 
Djakarta Bandjermasin Tokio 
Djakarta Gambir Pontianak Kobe 
Bandung. 

Malang Singapore. 
Probolinggo 
Semarang Lombok :— Thailand: — 
Soerabaia, Ampenan Bangkok 


Representatives in London and New York. | 


Correspondents throughout the world. 


Banking business of every kind transacted. 
T. van Gulik, 


Manager. 


Consult our 


ye 80 years leadership in 
meeting the exacting require- 
ments of the “Machine Age’. 
speciaKsts in 
helping to solve your Auto- 
motive, Industrial and Marine- 
Fuel Lubricating problems. 


Lubricants 


STANDARD-VACUUM OIL COMPANY 


HONG KONG BANK BUILDING 


TELEPHONE 30203 


GRANT 


* _August 16, 1951 FAR EASTERN ECONOMIC REVIEW | | 
— 
GOy,, 
Standard-Vacuum 
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SHIPPING 


|THE EAST ASIATIC CO..LTD. 


HEAD OFFICE: COPENHAGEN, 
QUEENS 2.2 FLOSR, HONGKONG, 
ORIENT, 
PO BOX 835. 
Branches 
London Bangkok San Francisco 
Hamburg Saigon New York F L O W N B Y 
Madras Manila Havana 
Bombay Cebu Seattle p A L A R R | Vv E S 
Calcutta Tabaco Vancouver 
Karachi Davao Montreal : | 
Rangoon Canton Mexico City Q U | 
Singapore Shanghai Sao Paulo | 
Kuala Lumpur Hankow Santos Poe 
Malacca Tsingtao Recife | A N D S A F 3 L Y 
Seramban Tientsin Buenos Aires 
Klang Harbin Durban 
Penang ‘Dairen Cape Town 


2 AP.B.2 
| 


elu Anson Sydney Port Elisabeth 


Other territories covered through : 


Agents and Associated Companies. 


WHEELOCK MARDEN & COMPANY, LIMITED 


701-707 Edinburgh House, Hong Kong 


RN. AN 
SHIPPING 
SHIPBUILDING 
SA LV A 
REAL ESTATE 
MERCHANDISING 
INSURANCE 
WAREHOUSING 
AWA 
MOTOR VEHICLES 


HONG KONG e LONDON e JAPAN * SHANGHAI 


KKK E HK 
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DODWELL & CO., LTD. 


Founded 1858 


BARBER LINE 


FROM U.S. ATLANTIC & PACIFIC COAST PORTS 


BARBER WILHELMSEN LINE 


TO PACIFIC & ATLANTIC COAST PORTS 


via JAPAN 
m.v. ‘‘BONNEVILLE’’.... 3rd Sept. 
m.v. **TRAFALGAR’’. 18th Sept. 


Accepting cargo on through Bills of Lading for tranship- 
ment cargo to South American and West African Ports, 


AUSTRALIA WEST PACIFIC LINE 


TO BRISBANE, SYDNEY, MELBOURNE via RABAUL 


Accepting cargo for transhipment to Fiji 


rkKUM ADELAIDE, MELBOUKNE, SYDNY 
& BRISBANE | | 
Arriving Hongkong beg. Sept. 


STATES STEAMSHIP COMPANY 


PACIFIC SERVICE 
FOR VANCOUVER DIRECT THENCE 
SEATTLE & PORTLAND 


LLOYD TRIESTINO— 
m.v. ‘‘CABOTO’’ 
Dep. Genoa 18th July. Arr. Hongkong 23rd Aug. 
Loading Hongkong 25th Aug. 
FOR SINGAPORE. COLOMBO, BOMBAY, KARACHI, 


ADEN, SUEZ. PORT SAID, VENICE, TRIESTE, 
LEGHORN & GENOA 


CANADA-ASIATIC LINES LTD. 


All the above subject to alteration without notice. 


BOOKING AGENTS FOR : 
CUNARD STEAMSHIP CO., LTD. 
B.0.A.C.— 
CANADIAN PACIFIC — QANTAS — 
PAL 
‘8rd FLOOR HONGKONG & SHANGHAI BANK BLDG. 
| DES VOEUX RD. TELEPHONE 28021/6 
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& LTD. 


14/18, PEDDER STREET, 
HONG KONG, 


HONG KONG, CHINA, 
JAPAN & KOREA | 
Importers and Exporters, 
Tea and General Merchants, 
Insurance, Shipping and 
Air Transport, 


GENERAL MANAGERS: 


The Indo-China Steam Navigation Co., Ltd. 
The Australia China Line Ltd. 

The Hong Kong Fire Insurance Co., Ltd. 
Hong Kong Airways Limited: | 

Jardine Aircraft Maintenance Co., Ltd. 

wo breweries Limited. 

Cotton Mills Limited. 


GENERAL AGENTS: 


The Canton Insurance Office Limited 
British Overseas Airways Corporation. 
Shanghai & Hongkew Wharf Co., Ltd. 


AGENTS: 


The Glen Line Limited. 
The Royal Mail Lines Limited. 
The Prince Line Limited. 


The Western Canada Steamships Limited. — 


Lhe Pacific Transport Lines, Inc. 

Furness Withy & Co., Ltd. | 

the Union Castle Mail Steamship Co,, Ltd. 
Alliance Assurance Co., Ltd, 

Atlas Assurance Co., Ltd. 

Queensland Insurance Co., Ltd. 

Guardian Assurance Co., Ltd. 

Bankers and Traders Insurance Co., Ltd. 
Triton Insurance Co., Ltd. 

Lombard Assurance Co., Ltd. 

Economic Insurance Co.. Ltd, — 

The Employers’ Liability Assurance Corp., 
The Merchants’ Marine Insurance Co., Ltd. 


CORPORATION LIMITED. 


JARDINE, MATHESON 


Ltd. 


THE JARDINE ENGINEERING 


, 
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MAERSK LINE 


Managed by 
A.P. MOLLER, COPENHAGEN. 


MOLLER STEAMSHIP CO., NEW YORK 
General Agents U.S.A. 


Fast Fortnightly Service to: 


YORK, BOSTON, 
BALTIMORE & PHILADELPHIA 
via 
SAN FRANCISCO, LOS ANGELES & PANAMA 


Accepting transhipment cargo for Central and South American 
Ports, also for Caribbean and Gulf Ports. 


NEXT SAILINGS: 
m/s ‘‘LAURA MAERSK” Aug. 30 
m/s ‘‘HULDA Sept. 14 
Also accepting cargo for Keelung and Japan. 


Special Strongroom Compartments. 
Refrigerated Cargo Space. 


ARRIVALS FROM U.S.A. 


m/s ‘‘HULDA MAERSK’’ Aug. 18 
m/s ‘‘TREIN MAERSK’’ i... Aug, 28 
m/s ‘‘PETER MAERSK’’ ..._s«s.__ Sept. 14 


For Freight and Further Particulars 


JEBSEN & CO. 
Age 


PRODUCE & GENERAL MERCHANTS 


Please apply to :— 
Tels. 


GORDON, WOODROFFE 
& CQ. (FAR EAST) LTD. 


Edinburgh House, Hong Kong. 
BRANCH OFFICES 
TOKYO and OSAKA 


General Managers for: 
Pekin Syndicate Ltd., Hongkong. 
Associated Companies: 


Gordon, Woodroffe & Co. Ltd., London. 
(Established 1868) 7 

Gordon, Woodroffe & Co. (Madras) Ltd. 

Gordon, Woodroffe Morocco, S.A.R.L. Casablanca 

Gordon, Woodroffe Corporation, New York. 


Sole Agents: — 


Biddle Sawyer & Co., Ltd., London. 

Gale, Baiss & Co., Ltd., London. 

Gordon Woodroffe Leather Manufacturing Co. 
Madras. 

Sissons Paints _ 

Hugh Wood & Co., 

Richemont Brandy. | 

Goodyear Tyre & Rubber Co. (Rubber belting, 

Shoe heels, etc.) 


GRANT 


SWISS WATCHES 
Sole Agents: CARR RAMSEY & SON, LTD. 


ROOM 220, PRINCE'S .BLDG. 
HONG KONG. 


meet AR A 


TELEPHONE 23248 
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